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ABST2ACT 

Based on the resnlts of a iot-ovner survey and on 
data froQ public records and other sources relative to the 
developsent of a second-hose cosaunity in LaKe Latonka, Pennsylvania 
(begun in 1964 and sold out in 1966)* economic io^cts vere estimated 
by applying appropriate income snltipMers to reported use and 
development expenditures* It vas estimated that the 1/275 acres of 
crop and pasture land vhich vere transformed into a second-home 
recreation community could produce the following effects: (1) the 
development vould generate million In business activity before 
1970# vith less than 10 percent of that total accruing to local 
business; (2) financing of development activities irould have a 
significant impact on the local area; (3) variable use and special 
use expenditures of homesite buyers and their guests irould generate 
$2.6 to S6.7 million in economic activity during 1965''70, vith half 
of this total accruing to local business; i^) after 1970, use 
expenditures irould generate $0«5 to SI million annually; (5) 
maintenance expenditures irould produce $0»3 to $0*6 million of gross 
bnsiness activity annually by 1975; (6) existing school facilities 
irould be sufficient through 1975» but by 1975 or 1980 could pose a 
problem for adjacent communities if LatonKa failed to provide for its 
oirn needs; (7) the development probably ffould have little or no 
effect on the value of agricultural output. (JC) 
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ABS3BACT 



This study describes the transfonnation of 1^275 acres of Pennsylvania 
farmland into a 1^600-lot second honiesitc subdivision witii a 270-acre lake. 
The study estimates that the first $7 million of development activities at lake 
Latorika ccfuld generate |ll* million of business activity before 1970^ with less 
than ^ percent of the total accnung to local businessmen. Financing of de- 
veXoisnent activities is expected to have a significant icipact on the local area* 
Vsriatle use and special use expenditures of homesite buyers and their giiests 
generated $2-6 to $6*7 million of economic activity during 1965-70^ with half 
of this total accruing to local businessmen. After 1970^ however^ use expend- 
itures are expected to generate $0-5 to $1 million annually. Maintenance 
expenditures^ initially small^ will produce $0-3 to $0,6 million of gross 
business activity annually by 1975- The report also discusses the nevr conanuni- 
ty's impact on real estate taxes and demand for public services from adjoining 
cocsmmities. 

Key Words^ Economic in^acts^ Second homes^ Vacatiori properties^ Hew towns^ 

Outdoor recreation^ Resource developisent^ Residential subdivisions^ 
Pennsylvania* 



The photo on the cover is not one of Lake Latohka^ but is typical of such 
comEininities . 
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Transforaing 1,273 acres of cropland and pastureXand into a second-honse recreation 
corrunity troiight added incocie to local tiisinesses, a rise in tax revenues, and little 
or no Ebange in the demand for government services* The Xake Latonka, Pa,, development 
— a 570-acre lake and l,600-lot recreation subdivision— was begun in 196k and sold out 
in 1966, 

The stuiSty o. the development was performed by the Econonic Research Service to 
dexer=iine the nev conmtnlty* s private and public economc impacts and to serve as a 
guidft for OTaluating other similar develo^ents. The time frame for the analysis 
began in I96U and ended in 197O. 

Development expenses of nearly $7 laillion— $0-5 million for site ac<iuisition, $2 
acillloE for sii^e preparation, $3 laillion for home construction, and $1,5 million for 
^lanageisent and promotion activities — are ejected to yield about ^ik million in gross 
business activity during 1965-70- The local portion of this impact probably will not 
exceed -1^^ million. 

Through 1970, an estimated $2,9 million will be spent by lot owners on use 
activities— $0.8 Diliion for recreation equipment, $0.5 million for home furnishings, 
and r,illion for variable use expenses. These expenditures may generate $5-8 
million of business activity, of which $2.5 to $3 million will accrue to the local 
area. 

Financing of developaent activities will produce an estimated $0.7 million or 
!nore in interest income through 1970, but less than $0.5 million will accrue to local 
lenders* ?rcm 196c to 1968, financing activities drained the local stock of loanable 
f'jinds Ify as niuch as |1.5 million to $2 million, but these stocks are being replenished 
as the notes and mortgages are repaid. 

The gross econosnic impact generated by maintenance expenditures will probably be 
rdnirr-al through 1970 — about $1 million, with the local HCSS area receiving about ha3Lf . 
However, by 197?> maintenance expenditures may increase to $0.3 million annually, 
generating about $0.6 million of business activity annually. 

By 1970, the take Latonka develoTHnent will have added about $1.8 million to the 
real estate tax base of Kercer County, increasing tax collections $0.1 to $0.2 million 
annually, easel on 19^5 tax rates. This expected rise in tax revenues should more than 
offset the cost of any additional services that the new community may demand from local 
taxing districts. 

School enrollment data indicate that existing school facilities in conmunities 
adjoining Zake latonka will be sufficient to meet the needs of school age children 
:hroug?. I975. However, by 1975 or 198O, the demand for educational and other public 
services— not researched in this study-*could pose a problem for adjacent communities 
if the Latonka community fails to provide for its own needs* 

The I^e Latonka development displaced very little economic activity, since much 
of the site — prior to being acquired by the development company**was being used pri- 
marily for agricultural purposes, yielding less than $2,000 of tax revenues annually 
froin a tax assessment of less than $30,000. Furthermore, the development probably had 
little or no effect on the value of agricultiiral output in the local area, since 
similar idle land resources are nearby. 

vi 
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ECONOMIC B^PACT OF SECOMD-HDME COMMUNITIES: 
A Case Study of Lake Latonka, Pa. 



by 

Richard N. Brovm, Jr., Agricultural Economist 
Natural Sescurce Economics Division 
Economic Research Service 



INTRODUCTION 

Many planners^ civic leaders, and private citizens recognize that natural 
resource development can have a significant inipact on the econon^y' of an area. 
They also recognize that development activities consume tine and resources- 
Therefore, before civic leaders and "businessmen commit capital to a proposed 
pro;ject, they usually want to know^ the following; First, what will the proposed 
pro;ject cost; second, what iracpact will the proposed project have on them; and 
third, what impact will it have on the local economy? 

In the Executive Committee of the new Penn Soil Resource 

Conservation and Development (rc&D) Project wanted to know what public and 
private impacts could be expected from the development of new second-home 
communities* l/ This information was needed to improve plans for similar 
developments in the Penn Soil RC&D area. Since its search for the information 
met with little success, the EC&D Executive Committee decided to sponsor a 
special study to obtain the necessary information. 

This report presents some of the findings of the special study plus a 
comprehensive analysis of the economic impacts generated by one of the many new 
second-home communities in the Northeast (8) (2), 2/ The primary objectives of 
the analysis were to: (l) describe how a second-home community was developed 
and financed; (2) identity and estimate the economic impacts generated by 
development activity e:xpenditures; and (3) identi:^ and estimate the economic 
impacts generated by the e:xpenditures of those who own and use the Lake Latonka 
site. Some impacts were examined only briefly, but the most significant ones 
have been identified and are recorded herein. 

17 The Penn Soil SC&D Project is sponsored by the Directors of the Soil 
and Water Conservation Districts and the Boards of County Commissioners in 
Crawford, Mercer, and Venango Counties, Pa. Erie County was added to the proj- 
ect in 1970 after this analysis was completed. The Executive Committee is 
composed of one representative for each sponsor plus one representative-at- 
large from each county* All representatives are appointed by the sponsors* 

2/ Underscored numbers in parentheses refer to items in the Literature 
Cited* 



Background of the Development 



Late in l^Sh^ a nonresident development company purchased options on a 
1- by 2-mile strip of rural real estate along the banks of Coolspring Creek in 
Mercer County^ Pa. The bottomland along the stream was wet and swatHpjr^ and the 
uplands were mostly open fields with some trees and brush. Although most of 
the site could have been used for agricultural purposes^ P^t of it was idle 
when the developer bought it* 

ADOut half the site is located in Coolspring Township and the rest in 
Jackson Township* Coolspring Township lies within the boundaries of Mercer Area 
School District^ but Jackson Township is located^ in the La&eview District. Both 
townships^ however^ are in Mercer County and have limited tax bases. 

The location of the development undoubtedly contributed to its growth* The 
site is within 1^ hours' driving time of downtown Pittsburgh and within 2 
of Youngstown^ Ohio. It lies 60 miles north of Pittsburgh^ 5 miles east of the 
Borough of Mercer^ and about ^ mile west of the Mercer Interchange on Interstate 
79 (figure 1)* 

Traditionally^ residents of Pittsburgh have traveled through Mercer to 
vacation on the shores of Lake Erie. The development of Lake Latoiika offered 
similar facilities with only half the driving time. For some people^ this part 
of northwestern Pennsylvania is particularly attractive because it is peaceful^ 
picturesque^ and relatively unspoiled by urban sprawl. 

The site was transformed from general crop and livestock farming to 
recreational homesite uses with a dam and lake in less than 2 years. Although 
negotiations for local financing began in July 196!^^ the developer did not begin 
buying the site until December* Six weeks later^ acquisition was completed and 
development began. Four months were needed to lay out the first section of 
lots^ and another 1? months were needed to complete the sale of 1>535 private 
lots developed in the subdivision* An additional 65 lots — designated as common 
properties — were not offered to prospective buyers (table l)* 

According to Mercer County public records^ the developer paid 16 landowners 
approximately $500^000 for the site* Twenty-one months later*ttie subdivision 
was owned by approximately 1^300 new owners who paid nearly million for the 
homesites and associated privileges * 

By the spring of 19^7 > a few lot owners had completed new homes and several 
more were planned. At least 250 foundations were estimated to be laid by the 
fall of 1970> costing about million when completed. A calendar of these and 
other significant events occurring during the beginning years of the new commu- 
nity is shown in figure 2* 

Conceptual Framework 

Two basic types of activities that generate economic impacts were 
identified for this study — development and use activities* Acquisition^ design^ 
and construction are examples of development activities. A13- other pursuits 
that people normally engage in when they use vacation properties were classified 
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CALENDAR OF EVENTS AT LAKE LATONKA, PA. 
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as tise activities* The relationships between various activities anfi ic^pacts 
are shown in figures 3 and k* 

The impacts were measured by estimating changes in real property values 
ana local tax bases; levels of inccine, engolqynent, ana sales; ana the rupply of 
ana demana for public services. The Is^acts thesaselveSj however, accruea to 
different sectors of the national. State, ana local economies, "but all were 
generated — directly or inairectly — ^by the expenditures of people vho partici- 
patea in the various activities. 

Table 1. — Lots, owners, ana properties. Lake Latotika, Ea*, 
by type Of 3caroperty, February 1, 1967 



Type of property I Lots [ Owners I Properties 

: I<umber Percent Kumber Percent IJuinber Percent 

Single-lot, : 

single-owner : 8^4 55 8^4 66 &ik 73 

'-Julti-lot, : 

single-owner l/ r 533 35 203 I6 203 iS 

Single-lot, : 

raulti-omer : 78 5 178 Ih 78 7 

I-fulti-lot, : 

taulti-oimer : 69 5 §8 k 27 2_ 

Total 2/ : 1,52^ 100 1,283 100 1,1^2 100 



1/ Incluaes three lots owned by the Latonka Marine Cliib* 

2/ The Lalce Latonka subdivision contains 1,600 lots, but on February 1, 

1967^ the ownership of 11 lots could not be aeteminea, ana 65 lots had been 

retainea as comaiunity properties- 

Source: Lake Latonka Lot Owners* Surv^, I967* 



Research Methodology 

Th'. economic analysis was based on the results of a lot owner survey ana 
on data from public recoras ana other sources* Economic iiEpacts were estimated 
by applying ap;^opriate income multipliers to reported use ana aevelopment 
expenditures* 

Questionnaire Survey ana Other Data Sources , The results of a mail 
questionnaire, sponsorea by the BCao Executive Conmiittee of the Penn Soil RC&D 
project ana sent to all Lake Latonka owners, proviaed the principal source of 
information concerning lot orniers' aevelopment ana use activities^ The first 
mailing was postmarkea February 1, 19^7- One followup was made on February 15- 
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IMPACTS GENERATED BY DEVELOPMENT ACTiViTIES 
AT UKE UTONKA, PA., 1965-70 



OEVELOPMEHT ACTIVITIES 



t Lot 1 utiPtr 

"1 

i 



I Gov't { 



OEVELOPMEHT 
EXPENDITURES 



u»uxtlt]r 



Con^tructfOQ 
outloy» 



thof 





Hen* \ 




J bc«l \ 



In reol 
prepefty 
v«ltr<» 




Cdplto) 
»toek 
change* 



Ilot«f#»t I 
eWg#> I 



U.S* OEPARTMEKT OF AGRICULTURE 



Hti&t £R$ 7053-70 <8> ECOKOMIC RESEARCH SER.VlCe 



ERIC 



Figure 3 

6 

15 



IMPAas GENERATED BY USE ACTIVITIES 
AT LAKE LATONKA, PA., 1965-70 
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Out of a maxiinuiii possible total of 1,300 questionnaires, 75^ were returned 
and 717 were usaitle, A 60-percent response for lots, owners, and properties 
was ol)tained (tables 2, Al, A2, and A3), providing information on 912 of l,522t 
lots, 77** of 1,283 owners, and C89 of 1,152 properties comprising the canminity 
on Feljruaiy 1, 1967, 

These responses, as well as matching data obtained fvcm public records, 
were used to estiinate respondents' developsLent and use e^cpendltures. Estiinates 
for the total cojnmunity were derived hy proportional expansion of the respondent 
sacxple* Sstiinates of development and use e)cpenditures were constructed trom. 
data extracted frcci public records and other studies, infoxaation volunteered 
by local leaders and fcusinesssien, and special estimates prepared by the Soil 
Oonseanration Service (SCS), Sural Electrification Adininistration (REfe), 
Sconcmic Research Service (ERS) — a3-l of the U,S, Departiaent of Agriculture — and 
other advisors to the Penn Soil ECfiS) Ibcecutive CcEmittee- 

Table 2, — Respondent lots, owners, and prt^rties. Lake Latonka, Pa,, 



by type of joroperty, February 1, 1967 

Type of property \ Lots ] Owners 1/ ] Properties 

: Kumber Percent Hvasber Percent llumber Percent 

Single^lot, : 

single*owner : 506 56 506 65 506 73 

Multi*lot, : 

singie-owner : 322 35 120 16 120 18 

Single-lot, : 

multi-owner 1 50 3 IX9 15 50 7 

I'iUlti-lot, ; 

inulti-owner ; h 22 h l^ 2 

Tbtal : 912 100 77*^ 100 689 100 



TJ Not all owners of nnalti'DOTier respondent prt^rties returned question- 
naires, Hoifever, by definition, if one owner of a multi-owmer property 
returned a completed questionnaire, the property was classified as a respondent 
property. Therefore, since 68 of the 119 owners of single-lot, multi-owner 
respondent properties and 23 of the 29 owners of multi-lot, multi-owner re- 
spondent properties relumed completed questionnaires* the total number of 
usable questionnaires retxjrned was 717- The responses on the 717 question- 
naires provided information on 912 lots, 77!* owners, and 689 prt^rties out of 
the identified population of l,52lj lots, 1,283 owners, and l,l52 properties. 

Source: Lahe Latonka Lot Owners' Surv^, 1967. 
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lapg^t Analysis , iispacts (aiscussed in detail in later sections) were 

constructed in the foIlos?ing maiiner. Dollar estimates of dsvelopoient expendi- 
tures, developi^ent financing arrangenents, aal use expenditures were construct- 
ed first, Iten an inccsne aultiplier of 1,0 to 2.0 was -applied to these numbers 
Values of local icjpacts were siadlarly estimated, based on the proportion of 
total expenditures niade in the local area. 

The Eiultiplier concept, in its siiuplcst form^ is a convenient way of 
suuanarizing economic iispacts generated by a set of expenditures. When an out- 
sider ccmes into an area and spends $1, the minimum inccsne effect is liSuaUy 
$1, even if the recipient entrepreneur subseguently spends every dollar he 
receives outside the defined local area. However, if 25 percent of each dollar 
earned by the first entrepreneur is subsequently used to make a purchase froia 
a second local entrepreneur, then the gross income effect for the area is not 
$1, but $1.25. Thus, the sultiplier for the later situation is I.25 and no 
more, unless there are soms additional secondary or tertiary purchases in the 
defined area before a purchase is made outside the area. 

No attes^Jt was made to ineasure^ directly, the gross incoine niultipliers 
associated with the Lake Latorika development. Recent works in this field (^) 

(5) (6) (£) si:ggest that multipliers in the range of 1.0 to 2.0 are reason- 
able for the t^pes of e^^nditures examined in this study. Hobert R, Ilathan 
Associates, in studying the recreation industry^ concluded that the local in* 
ccme multipliers for all recreation industries for the fenn Soil RC&D counties 
are* Crawford, 2.20; Mercer, 1-87; and Venango^ 2.10 (6). They also st^te 
that; 

"Vacation homes present a special aspect of recreation. The 
benefits fleeing from vacation heme development have a £r,ore wide- 
spread effect than the benefits frc?n camnercial recreation enter- 
prises. ... Unlike ether vacationers, who merely visit the area 
briefly^ the vacation hoiae owner becomes a part of the connminity, 
and participates in its business and political life." (6^ p. yk) 

Based on obsezrvations and discussions with local businessmen in the 
Mercer Area, the gross income multipliers for the Lake Latonka development were 
estimated to be at least eqiaal to 1.0 and in some instances 2.0 or more. The 
effective income multipliers for this study> therefore^ were assumed to have a 
value of 1.0 to 2.0. 

' Since nearly ail the lot buyers lived within 100 miles of the development 
and many of the development and use expenditures were made in the three-county 
RCScD area^ the local portions of the gross economic impacts were assumed to be 
proportional to the relative magnitudes of the total e:gDenditures made in the 
RC&D area. The data for this study revealed that approximately half the gross 
ircome effects generated by the development and use of the Lake Latonka 
coinminity would accrue to the RCfi© area econoi^y. 

Other measures of the economic inipacts^ e.g.^ changes in net incoine^ gross 
employment^ and net emplosyment, are not systematically included in this report. 
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CHARACTERISTICS OF Sffi DIVELOB^EUT 



Ccsnaunity Services 

During the early years of the develojinent. Lake Latohka had all the 
characteristics of a second-hones it e coininiinity with limited service facilities. 
A central water system was available at each lot but not central sewerage. 
Local utility coaspanies installed gas, electric, and telephone services, and 
the develofsient company provided roads and recreation areas. Except for a 
restaurant, all other consnercial services and facilities inust be obtained out- 
side the new comunity. 

Land Use 

Homesites, streets, undeveloped lots, and the late cca^ise the principal 
land uses in the 1,275-acre developaient . According to plat maps in the Mercer 
County courthouse, only 790 acres were actually subdivided* Another 90 acres, 
initially reserved for future development, were sold to a businessman, who pro- 
posed building a golf course and an airport. The remaining area consists of 
lake surface (270 acres) and streets (125 acres). 

Of the 790 acres subdivided, 68O acres (lj535 lots) were sold for homesites. 
The other HO acres (65 lots) were retained as cojnniunity properties for lake 
access, beach, and recreation areas. Seventeen miles of streets provide access 
to every lot. The main street around the lake is paved and has a 70-foot 
ri^t-of-way. AH other roads in the development are graveled, tiost side 
sti^ets have 50-foot rights-of-way. The lake is 2 miles long and 30 feet deep 
at the dsm. The 5 iniles of shoreline are equipped with beach and dock facil- 
ities . The water tank and wells are on coinnunity-ovmed lots . 

Patterns of O^mership 

Four distinct patterns of ownership were defined for this study (table l). 
A lot was considered to be owned even if the buyer borrowed part of the pur- 
chase price. Mortgagors or moneylenders were not counted as owners. A prop- 
erty, as defined in this study, is any group of one or more lots owned by any 
group of one or tnore buyers. 

As of February 1, 1967^ the public records showed that 1,283 owners had 
purchased l,52lf lots and combined them into 1,152 properties (table l). j/ 
I'jDVe than half the briers bought only one lot. One owner bou^t U lots and 
another, 10. At the other extreme, nine people were listed as the owners of 
one lot. 

According to the public records, 90 percent of the lots had been purchased 
by an individual, a family, or a corporation, ^^ost lots and properties were 

37 On February i, 19^7^ the pcgpulations of lots, owners, and properties 
in the Lake Latonka community consisted of: 1,535 privately owi^ed lots, plus 
65 cotnmfunity owned lots, and a lake; l,l63 privately owned properties; and 
1,29^ individual owners. These Estimates are based on the assunrption thax the 
unidentified owners of 11 lots were single-owners. 
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controlled ty a "single -owner j*' vhich se^Kd to sin^lify decisiom^king on iicme 
building ana related levelopoient plaj^s* >iJ,tiple ownership in this development 
was not as significant as initially Synthesized* 

Heme Building Plans 

Many property owners expressed a high degree of uncertainty regaarding 
their building plans* Before the lot owners' survey was taken^ USDA, personnel 
hypothesized that the Octoter 19d€ 4aci brealt would materially alter omers' 
tuiliing plans* Ho;feverj an ir*-depth analysis of respondents' answers proved 
this i^ypothesis false* Only a few owners indicated that the dam brealt had 
changed their biillding plans^ but Eai^ stated that the daci break would change 
their plans if it were not prdaptly repaired* Since every effort was made to 
restore the dad as quickly as possible^ few owners had aiQr reason to change 
their building plans after the survey was ccsapleted^ 

The uncertainty^ therefore^ vas attributed to other factors. Owners' 
responses in the survey to questions on use of the lot and plans for building 
sixggested that most Cramers had vague ideas about building when they bought their 
lots- The answers to these questions revealed that only a few knew at the time 
of the survey precisely when they would begin building (tables 3 and 
Purthermorej the observed scheduling of hosne starts during the first iTiOnths of 
the developcient suggested that fe^ owners actually had plans to begin building 
during the winter and spring of 1967 while the dam was being repaired. Hence ^ 
few cwners with definite building plans changed theiL because of the dam break. 

Corners of approximately one-thiird of the 1*23 undecided properties 
responded to the reniidning building plan questions even though they were un- 
decided about their building schedule (table 1*)* This subgroup of 1U8 property 
owners coicprised the individuals among the undecideds wiio were considered to be 
the ones most likely to cxiild because they volunteered some definite building 
plans despite their indecision on timing. Uius^ the subgroup of 289 respondent 
Dwners (table 5) and their 275 properties (table 6) will be referred to through- 
out the reinainder of this report as the group most likely to build by 197D* 

The survey revealed that respondent owners would begin building 120 to 2^*0 
homes by the end of 1970* Since the respondents represent 60 percent of the 
total owner population in the Lake Latonka community^ construction might begin 
on 200 to ItOO homes before the end of 1970* For the impact analysis presented 
in this report^ a total of 250 home starts by the end of 197O was selected as 
the most reasonable estimate* Uie suggested midpoint of the range — 300 heme 
starts — appeared to be somewhat overoptimistic because of the incouaplete plans 
of some respondents at the time of the survey* Therefore^ the estimated number 
of starts was reduced to 250* 

InitiaUy^ it was hoped that a count of building permits or a count of 
entries for new hones on local assessment rolls could later be used to verify 
the estimates derived from the 1967 data* Unfortunately^ building permits were 
not required in these political jurisdictions and changes in assessing proce- 
dures occurred in the fall of 1967* Thus^ the proposed verification of the 
timing of new home starts could not be -made. 
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'T^ble 3-— distribution of 689 rescondent properties. Lake Latonka, Pa-, type of 
property and by oitner's prinaxy reason for purchasing a property, February 1, X9671/ 

prii^ty reason : Siiigle-lot,:i5uiti-lot, iSingle-lot, :l'5uiti-lot, : All types 
for piirchasing : single- ; single- ; multi- : miilti- : of 

a property ; cwner : mmer : cfimer : owner : properties 

; — — IJtober of properties - — Iftiaber Percent 



PerMneat 



tm 1 p c& A w c ———————— — 




17 


■3 


0 




1^ 


Vacation : 














hcciesite 


r 216 




21 


8 


308 




rtetiresient - : 












hccesite 


\ 8 


0 


0 


0 


8 


1 


Hecreation : 














fecilities : 


109 


26 


18 


1 


llih 


21 


An investoient : 


■ 87 


20 


7 


k 


13S 


17 




2 


1 


0 


0 


3 






11 


2 


0 


0 


13 


2 


\lo response : 


h 


1 


1 


0 


6 


1 




506 


120 


50 


13 


689 


100 



T? IT two or acre reasons vere given, the reason representing the ^'highest economic 
use" was tabulattM as the primary reason, Tne highest econcmic use (permanent bcene- 
site) is listed first and the Icorest (no response) last^ 
' ' 

Soiirce: Lake Latonka Lot (X^ners' Surv^, 1967- 



T^ble Distribution of 689 respondent properties. Lake Latcnka, Pa,, by type of 
property and by year owners planned to build, February 1, 1967 



Year owners :Single-lot,:J.iulti-lct,:Single-lot,:l'flilti-lot,: All types 
plan to : singly : single- : multi- : ciultl- : of 

bulZd ; cwner : cwner t Otfner : owner ; properties 

; — IJumber of properties --^ Number Percent 

Built or building * 

on Feb. 1, 1967 — ; 35 12 0 1 US 7 

&y 1970 : 63 20 3 2 88 13 

E5y 1975 : 81 0091 

After 1975 : 1 0 0 0 1 — 

Undecided : 31^^* 65 35 9 ^23 61 

Pon'tplanto : 71 it 11 0 96 ih 

}Jo response : \k 8 1 1 ^ h 



Total ; 506 120 50 13 689 100 



Source: Lake Lataika Lot Owners' Suinrey, 1967- 
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"Table 5-— distribution of the 289 respondent cwners at Lake Latonka, Pa., vho 
are most likeQy to build by 197^, by type of property and by year thjsy 
planned to build, February 1, 1967 l/ 



Year owners : Single-lot, ;i*Iulti-lot,;Single-lot,;i*lulti-lot,i All types 
plan to ; single- : single- ; inulti- ; multi- : of 

build : cwner : owner - : owner : comer : properties 

; jjumber of respondent owners 

Built or building ; 

on Feb. 1, 1967 35 12 0 1 1*8 

By 1970 ; 63 20 6 1^ 93 

Probably by : 

1970 2/ : 98 ^ 12 8 lk& 

Total T ; 196 55 25 13 289 



1/ On February 1, 1967j ^2tt respondents indicated they had no plans to 
build, 289 indicated they either were building or planned to build before 1970, 
and only nine indicated they .did not plan to build until after 1970. 

?/ Tnese are the respondents who answered they were undecided as to when 
they would begin building, but qualified their stat^ents by answering sane 
or all of the questions concerning their building and use plans. 

Source: Lake Latonka Lot CX/ners* Survey, 1967. 



Table 6* — Distribution of 275 respondent properties. Lake Latonka, Pa., vhose 
owners are most likely to build by 1970, by type of property and by year 
oraers planned to build, February 1, 1967 l/ 



Year owners ; Single-lot,;iiulti -lot,: Single-lot, ;^Julti-lot,; All types 
plan to : single- ; single- ; jnulti- ; multl- ; of 

build ; owner : omer ; owner ; owner ; properties 

— """" number of respondent properties 

Built or building ; ' 

on Feb. 1, 1967 35 12 0 1 1*8 

3y 1970 ; 63 20 3 2 88 

Rrobably by ; 

1970 2/ : 98 23 ih k 139 



Total ' 196 55 17 7 275 



1/ The remaining kl^ respondent properties were ovmed by persons who had no 
plans to build before 1970, and nine of these indicated they definitely 
planned to build after 1970. 

2/ These properties belong to the ikS respondents who indicated they had 
building plans even though they did not know, as of February 1, 1967j pre- 
cisely when they would begin building. 

Source; Lake Latonka Lot Owners* Sur^rey, 19^7- 
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Another check, hcwever, became available early in 19^9- New aerial 
photographs, taJten for the Agricultural Stabilization and Coaservation Service 
(ASCS), USEA, on Septeniber 8, 19^8, showed that 1^2 hemes or foundations were 
clearly distinguishable at Lake I^tonka (figure 5)- 5tcm the random pattern 
of developnent observed in the connniunity, a few hemes could be hidden in the 
trees. Therefore, it seemed very likely that 2^0 hemes would be started or 
ccsngpleted by the fall of I97O. 

At the tijne of the surv^, owners of only I36 respondent properties 
reported that th^ had built, were building, or would definitely build a hoinis 
on their Lake Latoiika property by 1970. Th^ also reported that th^ planned 
to build only one heme per property, even though some had piurchased more tiian 
one lot. These owners indicated that a contractor would be hired to help with 
the construction of 60 to 80 percent of the homes (table 7jl- However, only 36 
of these I36 property owners reported that th^ had actually hired a contractor- 



Table 7-. — ^Distribution of 136 respondent homes planned for construction at 
Lake Latoiika, Pa., by 1970^ by whether a contractor had been hired on 
February Ij I967 l/ 



Respondents * answers 
to questions on 
contractor hiring Zf 


: Homes built or 
: being built on 
: February Ij I967 


: Homes to 
: be started 
: by 1970 


* 
* 

: Homes in 
; both 
: groups 
* 














Yes^ had hired a contractor \ 


\ 27 


? 


36 


Ho, but planned to hire one \ 


: 1 


35 


36 


No, owner is a contractor \ 


! h 


0 


l^ 


No, do not plan to hire one : 


2 


10 


12 


No, Tindecided or blank ; 


2 


23 


25 




12 


11 


23 




1*8 


88 


136 



\j Includes only properties of respondents who indicated in February or 
March of 1967 that they had built, were building, or would begin building a , 
heme by 1970. Homes planned by respondents who were undecided about their 
building plans are not included. 

2/ Property owners who planned to build were asked on February 1^ 19^7^ if 
th^ had hired a builder or general contractor. If th^ answered "no," they 
were asked to indicate whether they planned to hire one when tiiey built. 

Source: lake Latonka Lot Owners' Surv^, 1967- 
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About hair the hired contractors had business offices in the ECfiD area. 
Only two of the others were located as far away as Pittsburgh, These findings 
suggest that the construction of 150 to 200 of the first 250 Lake Latonka homes 
will be contracted^ but only 75 to 100 will be built by local contractors. 

The 136 respondent owners with definite plans to build by I97O also 
indicated that 28 percent bought their lots for permanent homesites^ 6V percent 
for vacation homesites^ and 8 percent for other reasons. However^ since most 
respondents indicated they planned to seal the interior of their homes within 
1 year after ccsnpleting the exterior^ most of the vacation homes could easily 
be used for permanent residences^ with few altei-ations , 



DEVELOHffiNT ACTIVITIES AND IMPACTS 

Development activities initiated during the early years of the cotiaminity 
were shared by the development ccmpar^^ lot buyers^ utility companies^ govern- 
ment agencies^ and local businessmen. Eventually^ however^ lot buyers will 
probably bear most of the development costs, The following paragraphs discuss 
development costs and financing arrangements and provide an analysis of the 
gross economic impacts generated by development activities initiated during 
the first 5 years of the Lake Latonka community. Changes in the levels of 
economic activity in the local area and in real property values at Lake Latonka 
are the principal impacts examined. 

Site Acquisition and Development Costs 

The initial costs of the Lake Latonka community were borne primarily by 
the developnent con^any and utility companies , After the first lots were sold^ 
the new owners began to. share the development costs in two ways; (l) they 
accepted transfers of the developer's costs; and ('2) they agreed to pay almost 
all ftiture costs of lot and subdivision iisprovaiients^ including the new homes. 

The data collected for this study suggest that all develojwient activities 
initiated through ttie end of FY 1970 will cost approximately $7 million 
(table 8). Penn Soil ROM) technical advisers estimate that the developer will 
spend ^3 million during the period for site development and promotional 
e:xpenses (table aSj. Lot buyers^ utility companies^ and others will share the 
remaining development costs. 

Firm cost estimates for the developer's activities were available for site 
acquisition^ salesmen's commissions^ and lake construction. Mercer County 
records show that the develojanent company paid ^If35>000 for the 1^275-acre 
site. Judging from the information available ^ the developer probably spent at 
least $500^000 on all site selection and acquisition activities. Local sales- 
men reported they received 10 percent commission on all lot sales --costing the 
developer about |lf0O^000. Local SCS engineers estimated that a dam of the 
size and type built at Lake Latonka would cost between $2^0^000 and $500^000. 

57 Firm estimates were available for only some of the developer's costs ^ 
but it seems highly probable that the total of these costs will be considerably 
less than the nearly $If million received from the sale of the new subdivision, 
Hence^ the overall estimate of $3 million is considered reasonable. 
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Table 8. — Estimated private and public development costs, Lake tatonka, pa., fiscal years I965-7O 



Development 
costs 
paid by 



1965 



1966 



1967 



1968 



1969 



1970 



1;.000 dollars 



Total 
through 
1970 





1,350 


950 


630 


60 


10 


0 


3j000 




0 


750 


1,000 


650 


350 


250 


3jO0O 




\ 150 


385 


75 


75 


75 


75 


835 


Ccsnmerclal Interests }\J — — ; 


: 0 


ioo 


0 


0 


0 


0 


100 




: 20 


:15 


10 


10 • 


5 


5 


65 




: 1,520 


2,200 


1,715 


795 


IjltO 


330 


7,000 



1/ See table PM for estimated costs of th? developer* These costs Include^ among others^ the price of 
the land and the cost of the water system* 

2/ The estimate of $3 million is based on the assumption that 2^0 homes^ costing an average of $12^000 
each^ ifiU be built by 1970* Lot owners provide their own on-site sewerage systems, 

3/ Estimates include allowances for telephone^ electric^ and gas service installations and modifi- 
cations * 

^ Restaiirant and beach concessions are the only commercial interests included in these estjjnates* 
2/ Government costs are minimal in the development* JRoads^ water^ and most of the other services 
normally provided by government agencies in neif subdivisions were provided either by the developer or 
the lot owners^ or they were not included in:this community* 

6/ The total includes only the items listed. It represents an estimate of what it costs to buy the 
siTej subdivide it^ build a lake> sell the lots^ build 250 hcmes^ and preside a few services* Somo of 
the items specifically excluded from these totals are: pui'chases of personal property such as boats and 
furniture^ annxial home maintenance costs^ difference between the developer's cost and the price paid for 
the lots^ and estimates of all variable use costs* 



Source; Public records and USDA estimates* 



The devBloBer may have constructed it far ^250,000 or less initially, but in 
the end it probahly cost about $*tOO,000 since the dam broke in the fall of 
1966 and vas repaired by the devel0!£tnent coni^t^ in I967. !rhe dam, lake, and 
beach facilities, therefore, cost an estimated $500,CXX)- 

1!ke remaining costs incurred by the developer totaled an estlisated $1-6 
million, including an allowance of $1^,000 for design, layout, and subdivi- 
sion; $600,000 for rofids, recreation areas, and a water ^stem; $1*00,000 fotr 
advertising and promotion; and $1^00,000 for overhead e^nd managemeni^. !rhese 
estiaiates were developed by a consensus of RCS2) technical advisotrs who observed 
the operations of the developer. 

As outlined in fable A*f, the development coinpany'fi expenses were estimated 
at $3 million. This figure does not include the cost of the develcpmsnt activ- 
ities performed by utility companies, local governments, lot buyers, and others. 

Local utility coinpanies designed and insta3Uled the new electric, gas, and 
telephone distribution systems, Xhe telephone and electric companies also had 
to instalUl larger trunk lines for the Lake Latonka subdivision* In addition to 
providing new services, old services had to be removed by the utility companies, 
and portions of two underground gas transmission lines had to be weighted where 
they passed under the new lake. Informed individuals in USM and Mercer County, 
Pa,, estimated that these develoj^nent activities p270bab3y cost the utility 
ccmpanies $835^000 (table A5)- Part of these costs reportedly were paid by the 
developer, but the amounts were not determined. 

Local officials reported that the developer invited other conmercial 
interests to develop and manage the beach, restaurant, and recreation conces- 
sions outlined in the subdivision plan, Ihese facilities might have cost 
another $100,000, 

Local government expenses were sma3UL compared with those of the developer 
and utility companies. Nevertheless, a3Jl government agencies probably spent 
some $6^,000 for administrative services and other miscelULaneous itaas through 
FY 1970 (table A5) , Local government costs, however, apparently wi3Jl be 
nominal so long as Lake Latonka continues to be a recreation cctnmunity. If the 
new conanunity should become a residential community, demands on local govern- 
ments could increase substantially, but this change was not anticipated during 
the early life of the development. 

Lot Sales and Financing 

Sales data were available in the Mercer County courthouse for l,5l8 of the 
l,52lf lots that bad been sold to the public and whose ownership coiild be estab- 
lished on February 1, 19^7 (table 9)- According to these records, the developer 
received an average of $2,5^0 per lot. Most lots were priced from $1,000 to 
$7,000, but one sold for nearly $10,000, 

Inasmuch as several buyers bought more than one lot and some lots were 
bought by two or more buyers, it seemed more appiropriate to study the financing 
of the properties rather than of the lots. Based on data in the county records, 
an average of $3,36o was paid for each of the 1,152 properties examined in this 
study. This amount did not differ significantly from the average cost of the 
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689 respondent properties— $3j375- Sach buyer, on the other hand, imrested 
about $3,000 in Lake Latorika hcciesites. 

Lot buyers had tie option of p£^ng cash within 30 6ayB of purchase, or 
p^lng part dcwn and financing the rest. Those buyers preferring to finance 
paart of the purciiase price could use the line of credit offered by the developer 
or secure their cm. funds, but icost buyers had the developer place their loans 
with one of two local baiiks. These tanks reportedly charged "6 percent add-on 
interest" with monthly repaynaits covering 1* to 6 years, depending on the 
aasouat borrowed. 



Tafcle 9.~Ho!Lesite sales mid assessed valuations for l,5i8 lots at Lake lAtonka, 

Pa., by date of sale, Februaiy 1, 1967 



Year and 
inonth 



Lots sold 



Selling price 



Assessed 
valuat ion 1/ 



1965 
March 
April 

June 

July 

August 

Septesiber 

October 

irovetaber 

December 

1966 



ilumber 



2 
12 

ko 

101 

157 
238 
169 

81 
70 
11 



Cumulative 
percent 



0.1 
0.9 
3.5 
10.2 

20.5 
36.2 

1*7-3 
52.6 
57.2 
57-9 



1,000 
dollars 



12 
1*1 
187 
323 
1*76 

318 

l9^^ 
158 
32 



Cumulative 
percent 



0.3 
1.1* 
6.2 
2h.6 
27.0 
1*2.3 
50.6 
55.6 
59-7 
60.5 



1,000 
dollays 



3 
11 

1*9 
83 
122 
150 
81 
50 
llO 
8 



Cumulative 
•percent 



0.3 
1.1* 

6.3 
ll*.7 
27.0 
1*2.2 
50.1* 
55.5 
59.6 
60.1* 



January ; 


18 


59-1 


27 


61.2 


7 


61.1 


February : 


1* 


59.1* 


13 


61.5 


3 


61.1* 


March : 


23 


60.9 


51 


62.8 


13 


62.7 


April ; 


58 


61* .7 


150 


66.7 


39 


66.6 


May 5 


86 


70.1* 


189 


71.6 


1*9 


71.5 


June : 


111* 


77.9 


250 


78.1 


63 


77.9 


July : 


121* 


86.1 


327 


86.6 


81* 


86.1* 


August : 


98 


92.6 


277 


93.8 


72 


93.7 


September : 


91 


98.6 


193 


98.8 


1*9 


98.6 


October s 


12 


99.1* 


23 


99.1* 


6 


99.2 


NoveirSber 1 


2 


99.5 


7 


99.6 


2 


99.1* 


December : 


1 


99.6 


7 


99.8 


2 


99 '6 


ite uTiiknown: 


6 


100.0 


9 


100.0 


1* 


100.0 


Total 


1,518 




3,851* 




990 





^ The assessed valuation was recorded for only Ij5l8 of the l,52l* lots sold 
to the piiblic and whose ownership could be established as of Februtary 1^ 1967. 



Source: Mercer County records, 19^7- 



19 

'28 



Lot finaacing data were available Tor of the 6B^ respondent properties* 
Forty percent of these buyers paid cash and £0 percent financed at least part 
of the purchase price, IJeariy 58 percent of the total purchase pricej^ however^ 
was paid at the tiine of purchase and h2 percent was financed (table 10)* Ihese 
surv^ answers were assumed to be representative of the financial arrangements 
used ty an lot biQrers* 

The developcnent compapy used lot sales and local sooirces of credit to 
finance r^t of its development activities^ ty selling lots before coispleting 
the develo^ent and hy placing lot loans with local lending institutions* A 
scxirce of credit In Ucw Bigland was also available for lot buyers who appeared 
to have marginal credit ratings* It was not surprising^ therefore^ to find 
percent of all lot funds and 77 percent of all borrarfed funds for lots coming 
fro© sources within the EC&D area^ while only 20 percent of the cash payments 
for lots were laade by buyers with residence in the RCfiD area {table f£) * 33iese 
data show that even though the majority of the lot biqrers lived outside the BCSJ) 
area^ many of thea borrowed money frosn lenders within the area- 

The tiiaing of the developer's activities indicates that the company 
programed its expenditures to easiare that only a minlEm amount of its worKing 
capital would be invested at any one time* The site was acquired early in 19^5 
and lot sales began 3 months later^ even though the lake was not completed for 
another year. Furthermore ^ some of the other facilities installed by the 
developer were not completed until after the last lots were sold in the fall of 
15^- ?y the end of the first year (December 1965)^ the developer had received 
between $2 and $2-5 million from lot sales. The company may have had some $1 
million of working capital invested about the sixth month after the site was 
purchased^ but no more than that at any one time, 'By the end of the first year^ 
the CGxpaiy probably had recovered all its initial investment plus enough to 
complete the coinpany's remaining site developnent activities. 

Home Construction and Financing 

The lot osjners' survey indicated that lot buyers would begin building 250 
hordes before the end of 1970 and that these homes would cost about $3 million 
when completed ($12^000 average). Thus, lot owners in the spring of I967 were 
planning to add at least $3 million of new construction to the $h million they 
had already spent on lots* 

!-!any of the lot owners who planned to build indicated that they would hire 
contractors and v;ould borrow money to pay some of the const^iiction costs* The 
financing and subcontracting arrangements used by the contractors^ hDwever^ 
were not investigated in this study* As mentioned ^rlier^ not all property 
owners had plans to build* 

Home construction cost estimates were calculated from answers given by the 
owners of 13^* respondent properties who answered both the "year build*' arjd the 
"home value" items on the questionnaire (table 11)* Owners of another 22 
propwties indicated that th^ definitely planned to build by 1970^ but they 
did not ansv;er the value question* 




The home value question gave respondents a choice of several value 
categories* The least-value category in the questionnaire v;as listed as "under 
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Table 10.— Source of funds used to finance the purchase of 569 respondent 
properties, LcOce Latonka, Pa., I965-66 l/ 



Source 



Savings 



Borrowed 2/ 



Total 



Within lUMfiD area 

Mercer County 

Mercer -t--'*-*---*--"- 

Grove City — 

Rest of Mercer County 

Cra^iford County 

Venango County ^ — 



Oiitside RCScD ai'ea 
Pittsbvirgh, pa. 
Springfield, Mass. 3/ 



1,000 
dollars 

229 
196 
(120) 

11 
910 

?8l 



Percent 

SO.l 
17.3 
(10.6) 

(1.3) 

1.9 
0.9 

79.9 
2^.7 



1,000 
j^ollars 

63^ 

mo 

(123 
(17) 



191 
23 
103 



Percent 

77.1 
76.2 

(59.10 
(ll^.8S 

(a.o) 

0.9 

22.9 
2.8 

12 M 



1,000 
dollars 

870 
830 

(78) 
22 

18 

1,101 
30lj 
103 



Percont 

t42.1 
(31.2) 
(7.0) 

(3-9) 
1.1 

0.9 

55.9 
15.5 
5.2 





! 1»139 100.0 832 100.0 1,971 100.0 




'. 57.8 — 142.2 — 100.0 

" : : — =^ — 



2/ These values have been adjusted by distributing proportionately over the known sources the $5^^025 
that was financed but for which source city was not reported. 

3/ The developer. Lake Latonka Inc., -used a Springfield, Mass., bonk to finance buyers with small 
down payments. 



Source; Lake Latonka Lot Owners* Si\rvey, 196?^ and Mercer County records. 



$1C,0&0/' tut ii is doubtftJL that any hme cculd be built for less than ^5,000 
iicnsiiering the Seed restrictions agreed to by the hccesite bi^yers- 15ierefore, 
the **under $10,000" category wa£ assuised to ra.n&e from $5^000 to $10,000, with 
a cean value of $7j5O0, Eased on weighted i-ean values for the Hh hCEes, the 
average constructiDn cost per hotne was ccsnr-ted at nearly $12,000 ($11,9?'*^) • 

By October 19^Q^ the estimated cean value of lll# respondent hosnes could be 
compared with the cean value of the first 103 hosnee completed at Lake Latonka 
and recorded the assesscetit rolls ir. the Kercer County courthouse. Only two 
of the completed hcenes had been I'alued by the assessors at less than $5,000 
(^•^^,500) full market value. The recorded flill icarket value of the 103 homes 
averaged slightly less than ^13,000, Since the market value of a new dwelling, 
excluding lot value, is usually slightly higher than the cost of construction, 
the $12,000 construction estimate appeared reasonable. 



Table 11 ---Estiaiated cost of 13^ I.ake latonka. Pa,, hones planned by respondents 
who, on February 1, 1967, were buililing or were planning to build by 1970 





: Hemes built or: 


Hraies to 


: Total of 


Cost of planned homes l/ 


: being built on:'oe started 


: both KTCfUPs 




: Feb. 1, 19b7 


by 1970 




r Cost 














: Ifumber 


I^umber 




dollars 


Under $5,000 


: 0 


0 


0 


0 


$5»000 - $10,000 ($7,500) 


i 8 


2k 


32 


2i»0 


$10,000 - $15,000 ($12,500) — 


i 21 


lilf 


65 


812 


$15,000 - $20,000 ($17,500) --• 


i 9 


5 


Ik 


2lt5 


$20,000 - $25,000 ($22,500) 


2 


1 


3 


68 


Over $25,000 ; 


J 0 


0 


0 


0 


Subtotal J 


Uo 


71* 


Hit 


1,365 


Undecided on cost : 


0 


3 


3 






8 


11 


19 






U8 


88 


136 





1,' The median value of the categories checked by the respondents was assumed 
to be equal to the average value of the homes in that category- 



Source: Lake Latonka Lot O&mers' Survey, 1967* 

The responses of 159 property owners were studied to determine how the 
Latonka homes would be financed. This group includes most of the 136 who 
aii^*ered the hired contractor questions, plus a few more who knew the value of 
the home they wanted to biald and how they planned to finance the construction 
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costs. Actually, the otmers of 203 of the 689 respondent properties Joiew the 
value of the fccne th^ planned to buiM on Febmaiy 1, 1967^ but the owners of 
only 159 inaicated the proportion cf the hocie constiruction costs they wotild 
tcrrcrf (table 12). 

Eased on the median value of the home value categories checked, property 
owners with residences in the RCSD area were sponsoring Ih percent of total 
planned home construction costs (table A?)* Ifonresident property owners were 
sponsoring the rest. This breaJtdosjn was expected, since most of the lots had 
been purchased by nonresidents* 

The sources of fYinds borrowed to finance the second hoaies revealed one of 
the surprises of this study* It had been i^pothesized that most property 
o>mers who planned to obtain home construction loans would borrow from lenders 
in cccnunities vhere they permanently resided, Howeyer, only the buyers s^ho 
lived in the EC£D area seeiDed inclined to do this, tihy nonresidents borrowed in 
the RCaiD area was not investigated. However, a local banker "rfho reviewed this 
study indicated that lending institutions in northwestern Pennsylvania prefer 
to make construction loans in the area served by the institution, regardless of 
whether the borrower is or is not a resident. 

The survey revealed that 52,** percent of aH borrowed home construction 
funds would be secured from lenders in the KC&D area (table 12), but only 13-9 
percent of the home construction costs woiUd be sponsored by local residents 
(table A7)- These data suggest that nearly $1 million of local construction 
capital vill be required to build the first 250 homes at Lake Latonka, 

Inipacts of Developjaent Ebcpendltures 

Based on an estimated $7 million investment in site a^nd home development 
activities by 1970, and assuming that the aEp3X>priate multiplier lies between 
1,0 to 2,0 overall, $7 to $1** million of gross income could be generated by 
these activities , Ihis does not mean that all of this impact will accrue to 
the local area or that this is the only econoniic impact to be generated by the 
developnient of iake Latonka* 

Development activities set the stage for other activities which can 
generate other impacts that would not otherwise occur. For exaciple, trans- 
actions used to finance the development activities also generate economic 
impacts. These, too, may be measured by the gross income generated. The 
successful implementation and cwnpletion of any development activity make it 
possible for property owners and others to participate in new use and mainte- 
nance activities, ^ese, in turn, will generate another set of annually re- 
occurring impacts. Use and maintenance activities may require special 
financing, and if they do^ another set of impacts will be generated. This 
financing, however, was not analyzed in this study. Conceptually^ even more 
impacts can be induced by development and use activities. For example, changes 
in real estate values in the adjoining coEigminities and in school enrollments 
often affect local tax structures. These changes were partially considered in 
this study, 
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Table 12.— Probable source of construction funds for 159 homes, reported by respondents 
who planned to build by 1970, take Latonka, Pa,, February 1, 1967 1/ 



Sovupce city 
or area 




Total 



Within RC&D area — — 

Mercer County 

Mercer 

Grove City 

Rest of Mercer County — 

Crawford County — — 

Venango County — — 



Outside RCScD area 
Pittsburgh, Pa. 
Other 



Total — — — — — 
Percentage of total 



1,000 
dollars 

139 
,106 
(56) 
(2) 

m 

21 
12 

831 
216 
613 



970 



52.lt 



Percent; 




85.6 
22 M 
63.2 



1,000 
dollars 

h59 

(289) 
(17) 
(139) 
0 
Ik 

it23 
2lt]. 
182 



Percent 

52.0 
50.lt 

(15.7) 
0 

1.6 

1*8.0 
27.3 
20.7 



1,000 
dollars 




1,251* 
1+59 

795 



100.0 



882 



100.0 



1*7.6 



100.0 



Percent 

32.3 
29.7 
(18.6) 
(1.0) 
(10.1) 
1.2 
1.1* 

67.7 
21*. 7 
1*3.0 



100.0 



17 Adjusted. The sovupce of borrowed funds was not given by owi:)iers of 1^2 of the 139 respondent 
properties , ^although they knew what value home they planned to build and what proportion they would 
finance, 

2/ These values have been addusted by distributing proportionately over the known sources the $282,330 
that was financed but for which the source city was not reported. 



Source: take Latonka Lot Owners' Survey, I967, and Mercer County records. 



Although the gross inccme rffects of the develo^ent expenditures alone 
vere estimated at $7 to million tor the 1965^70 period, the corresponding 
local impacts were estimated at $2.5 to $lf million, or about one-third of the 
total. |/ For exfimple, the developer's costs were estimated at approximately 
$3 million, but only about kO percent of this amount was tised for site improve- 
ment. In other words, roughly $1.8 Mllion was spent for land acquisitipfn, 
management, and larcmction, but only $1.2 million for develoj^nent of the lake and 
subdivision. Therefore, except tor the $0.5 million spent for land acquisition, 
the company probably jirimed the local econon^y with no more than $300,000, or 
roughly 25 percent of the estimated $1.2 million actually spent on site con- 
struction activities. 

In contrast, to to 60 percent of aH heme construction costs--$l,2 to $1.8 
million of the $3 millicm the lot buyers planned to spend on homes — would flow 
through the local econcB^y. This assumes,' of course, that 250 homes will be 
built, at an average cost of $12,000 per home, excluding the value of the lot. 

Local units of government, utility cMEpanies, and other commercial 
interests probably will not spend more than 25 to 50 percent of their develop* 
ment investments in the BC&D area. Although these businesses and agencies will 
spend an estimated $1 million by 1970, th^ larobably will not spend more than 
$250,000 to $500,000 in the local area brfore 1970. 

All development activities at Lake Xatonka, therefore, are e:xpected to 
prime the local econoniy with $1*7 to $2.6 million of sales before 1970, even 
though an estimated $7 million will be spent on development activities. 
Furthermore, lealcages fr<m subsequent rounds of expenditures will probably hold 
the effective local multiplier for these develojauent activities to I.5 or less. 
Thus, the gross income or business activity generated in the ECSD area by the 
development activities alone is estimated at $2.5 to million for the first 
5 years of the develOEmont. The average annual increase in local gross sales, 

fenerated by the development activities, is estimated at only $500^000 to 
800,000 per year during the 1965-70 period. After the site and home develop* 
ment activities are completed, this impact will terminate, but annually re- 
occurring economic iTi5>acts will continue to be generated by use and maintenance 
^tivities. 

Annual retail sales in Mercer County in 1963 were nearly $150 million. 
Ilierefore, the average annual increase in gross sales of $500,000 to $800,000 
per year, generated by the development activities, represent^ only about one- 
half of 1 percent of the total volume of retail business in only one of the 
three counties in the local BC&S area. Even in the Borough of Mercer, this 
estiinated increase in gross sales ref^esents the eqtuivalent of less than 10 per* 
cent of the total annual business activity. However, this increase is eqtiiva' 
lent to the average annual gross sales of five retail businesses in the county 

(I). 



^ The local portion can be e:xpected to differ in each new subdivision 
because of the functional relationships involved. A subdivision locally spon^ 
sored and locally financed, for example, will generate a larfejr portion of the 
total impact in the local area than one which is financed and built by non* 
residents. 
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When the local impact of the develoEsient expenditures is analyzed in these 
tejnas, it becomes clear why many people in iJercer sensed that the Lake Latonka 
develoiscent had an econpsiic imjoact on thea, tut they were at a loss to eacplain 
it. !nie local impact was small enough to be absorbed by existing establishments 
and staffs. 

Ijgpacts of Financing Arrangements 

The financing arrangements used to sugport the development activities 
generated a set of local injects. !I3iese iji^acts were estimated by identifying 
potential changes in the stocks and flews of capital in the local area. Suffi* 
cietit data were available to suggest that the financing of the site develppment 
and heme construction activities had a measurable effect on the financial sector 
of the local econoo^, but the net effects could not be determined from the data 
available. These capital movements probably had an effect on the larger region* 
al econcsiQr of which the local RCSa> area is a subsector, but this effect was not 
studied. Note that the itnpacts outlined in this section are not included in 
the $2.5 million to million of local sales impacts reported in the preceding 
section, or in any other section of this report. 

An expansion of the financing data for the 569 respondent properties 
revealed that about $1.2 million of the borrowed funds fcr 1,152 property 
(1,52^ lot^s) purchases was borrowed from lenders in the EC&D area (table 13) - 
Since part of the funds were Ijorrowed local residents and few local residents 
borrowed funds outside the EC&D area, the net retiim flow of lot loan repayments 
was estimated to be only $1 million, after payments of the local borrowers were 
deducted. Hence, only $1 million was initially borrowed in the SC&D area by 
nonresidents who agreed to pay it back later with interest. 

According to the questionnaire responses, slightly iaore than half the $1.^ 
million of heme construction loan fimds to be borrowed from all sources will be 
boirrowed from lenders in the EC&D area (table Ih), However, since $185,000 6/ 
of the $7^3jOOO to be borrowed in the ECSD area w ill be obt ained by EC&D area 
residents, the repayment of this amount — $185,000 — results in no net capital 
movement to or from the area. Thus, nonresidents will borrow about $560,000 
in the ECSD area which they will repay with interest as the home construction 
loans are paid off. Ho significant amounts of capital were borrowed outside 
the local area by EC&D area residents. 

Discounting activities v/ere not investigated in this study, but some of the 
EC&D area lenders m^ have discounted Latonka notes and mortgages outside the 
EC&D area. If discounting did occur, even more of the development activities 
could have been financed by nonlocal capital than these data suggest, j/ 



57 Constructed by the proportional expansion of the $118,000 figure 
reported by EC&D area respondents (see table A7) . 

7/ A local bariker reported that none of the Lake Latonka paper had been 
discounted before January 1, 1970. 
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Table l3.— Source of funds used to finance the purchase of the 1,152 properties, Lake Latonka, Pa., 

1965-66 1/ 



Source City 

or area ' 


Savings : 


Borrowed : 


I Total 




IjOOO IjOOO 1,000 
dollars Percent dollars Percent dollars Percent 



within RC&D area 

Mercer County — — — — 

Mercer — — - 

Grove City — - — 
Sest of Mercer County 
Crawford County — — — 
Venango County — — — — 



Outside SC&D area — 
Pittsburgh, Pat — 
Springfield, Mass. 
Other — — — . 



Total 



Percentage of total 



khz 

380 
(233) 

(29) 
(118) 

h2 
20 

1,755 
1.213 



20.1 
17.3 
(10.6) 
(1.3) 
(5. It) 
1.9 
0.9 

79.9 
2lt.7 

55.2 



1,236 
1,222 
952) 
(237) 
(33) 
0 



367 

199 
123 



77.1 
76.2 
(59.lt) 
(llt.8) 
(2.0) 
0 
0.9 

22.9 
2.8 

12. U 
7.7 



1,678 
1,602 
(1,185) 
(266) 
(151) 
hz 
3h 

2,122 
587 
199 

1.336 



2,197 



100.0 



1,603 



100.0 



3,800 



57.8 



lt2.2 



100.0 



kk.l 
k2.1 
(31.2) 
(7.0) 
(3.9) 

1*1 

0,9 

55.9 
15. U 
5.2 
35.3 



100.0 



17 Estimate'd^ Values were estimated for the 1,152 private properties identified in the Lalte Latonka 
ccoiraunity on February 1, 1967^ by applying the percentages reported by the owners of 569 respondent 
properties to the approximately $3*8 million reportedly paid for all lots in the community (see tables 
10 and A6) . 



Source: • Lake Latonka Lot Owners' Survey, 1967, and Mercer County records. 



Table ik* — Probable source of home construction funds to be u3ed to build the first 250 hcmeB* I,ake 

Latonka^ Pa** February 1^ 1967 1/ 



Source city 


: Savings 


: BorrowGd 


: Total homG cost 


or area 







tWthin RC&D area — 

Mercer County — — — — 

Mercer 

Grove City — — 

Rest of Mercer County 

Crawford County — 

Venango County — — — 



Outside RCKD area 
Pittsburgh, Pa, 
Other — — 



1,000 
dollars 

226 
173 
(91) 

(3) 
(79) 

3»* 

19 

l,31f6 
352 
99h 



Percent 

lit. I* 
11.0 
(5.8) 
(0.2) 
(5.0) 
2.2 
1.2 

85.6 

22. 

63.2 



1,000 
dollars 

7h3 
720 
(1*68) 
(27) 
(225) 
0 
23 

685 
390 
295 



Total 



1,572 



100.0 1,1*28 



52.1* 



1*7.6 



100.0 





1,000 




x'ercGni} 


dollars 


x^rcGni} 


52.0 


969 


32.3 


50.1* 


893 


29.7 


(32.8) 




(18.6) 


(1.9) 


(30) 


(1.0) 


(15.7) 


(301*) 


(10.1) 


0 


3h 


1.2 


1.6 


1*2 


l.l* 


i|8.0 


2,031 


67.7 


27.3 


71*2 


2l*.7 


20.7 


1,289 


»v3.0 


100.0 


3,000 


100.0 



Percentage of total * — -J 

^ Estimated* Values were estimated by applying the percentages reported for the* 139 respondent 
hones to the estiinated total cost of 230 homes ($3 million) that probably vill be startGd at Lake Latonlca 
before the end of 1970 (also see tables IS and A7)* 



Source: Lake Latonka Lot Owners* Survey* 1967* and Mercer County records* 



AH lot buyers borrowed a total of $1,6 rniHion (table 13)- Becaiise of 
the way in which the loans were written, the annual interest payments on these 
notes wcmia total an estimated $9^^000 (6 percent a<3d-on interest) ou3y in 
those years after all lots had been sold and before any notes e^cpired. Over a 
period of k years> this represents more than $380,000 of interest income for 
the financial sector of the econcraflr, of which nearly $300,000 would be paid to 
lenders in the EC&D area. 

The $1,U million borrowed to pay part of the construction costs of the 
first 250 hemes would generate aEproximately $85,000 per year in interest in- 
ccitte for a few years after the 250th home was built. But a figure somewhat 
less than that amount will also be generate annually before the 250th heme is 
built. 

The total interest paid by property owners on Lake Latonka home and lot 
loans was estimated at no more than $700,000 through 1970, since construction 
financing would not be sectored on the 250th home until some time in 1970, 
Furthermore, total annual interest payments ^on the development activities 
financed by laroperty owners were e:cpecied to peak about the same time. Hence, 
a peak flow of about $175,000 in annual interest income would be received by 
creditors of Lake Latonka borrovrers around 1970, After that time, the annual 
amount of interest payments would rapidly diminish, as most lot loans would be 
retired and the annual number of new home starts is not e:cpected to increase. 
By 1972, ail lot loans should be paid and only the heme mortgage loans will be 
generating interest income. In 1973j for exajnple, the annual flow of interest 
payments will probably be less than |l00,000 per year, even if the 300th hme 
has been started. 

The interest income received by lenders in the RCStD area was estimated at 
considerably less than the total paid on the loans obtained by the latonka 
property owners. If the interest on local borrowings by RC&D area residents is 
included, lenders in the KC&D area would receive no more than 65 percent — or 
$U55,000— of the $700,000 interest income generated on the $3,0 million loaned 
during the 1965-70 period. Inflow of interest income into the KC&D area, net 
of that paid by local borrowers to local lenders^ was estimated at $365^000, 

By the end of 1970, nonresident property owners will probably have returned 
at least $800,000 of the nearly $1,6 million of capital th^ borrowed in the 
RCSD area to finance the lot purchases and home starts, 8/ Eiey will also have 
retijmed $350,000 to $1*00,000 in interest payments on borrowed capital. By 
1972, after the lot loans are repaid, about $1,6 million in principal and 
interest wiU have been returned to the stocks of local capital by nonresident 
borrowers,. 



B7 In February 1970, officials of a local lending institution estimated 
that more than $1,3 million of the $1,6 million had been paid off for three 
reasons: First, several notes had been paid up early; second, some lots had 
been resold and financed; and third, death of borrowers had terminated some of 
the original notes. 
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The stock of loanable funds in the local area also appeared to vary 
according to the period of time lapsing from the beginning of the development- 
The potential supply of loanable funds was increased by about |i*35jOOO initial- 
ly, when the developer bought the site — assuming that payments received by 
seUers were deposited locally, three months later, a reduction in the lc»cal 
stock of loanable funds began with the sale of the first lots, because per- 
cent of all lot funds came from sources in the RC&D area. By Septeaiber 1, 19o5j 
5 months after the first lot sale, one-third of a3J, lots had been sold. At 
that time, the lot financing transactions had probably reduced local stocks of 
capital by more than the developer's purchase price of the land. 

The apparent drain on local capital continued for another year while the 
lots were being sold. At the end of 19d6, less than 2 years after the develop- 
er bought the site, lot sales had reduced the stock of loanable funds in the 
RCScD area by an estimated $1 million—assuming, of cofurse, that new supplies 
of loanable funds did not flew into the RC&D area during the period and that 
the developer borrowed nothing in the local area. The latter assmption Is 
not ccmpletely accurate since one local lending institution reported the 
development ccmpany borrowed an undisclosed amount of local capital initially. 

The long-term money market appeared to be similarly affected. Shortly 
after the first lots were sold, some buyers began constiructing new heroes- An 
analysis of buyers' plans to build by I97O revealed that one-third of the total 
home costs would be financed from sources within the RC&D area and about half 
the homes px>bably would be built by contractors located outside the area. 
These findings suggest that the potential outflow of loanable funds, generated 
by the home construction financing, will not exceed $60O,0OO for the first 25O 
homes built- Hence, leakages generated by the home financing transactions wi3J, 
inrobably not reduce local stocks of capital by more than $500,000 at any point 
between 19^5 and 1970. 

The potential net outflow of loanable funds from the RC&D area attributable 
to both lot aiid home financing transactions, therefore, is estimated at no more 
than $1-5 to $2 million during the first 5 to 6 years of the Lake Latonka 
development. If local lenders discounted some of the Lake Latonka notes and 
mortgages outside the RC&D area, then the actual reduction in the stock of 
loanable funds would be proportionately less than this estimate suggests. 
Similarly, if the develojEsnent company used local stocks of capital to finance 
site development activities, the actual outflow would also be porportionately 
less. HoweVOT, data on these transactions were not available- 

Ihe apparent initial outflow of local capital was later reversed as the 
inflow of principal and interest payments began to exceed the outflow generated 
by new loans. Because of the timing of the lot sales and home constiruction 
starts, this reversal should have occurred within 1 year after the last lot was 
sold. 

The data examined suggest that* (l) the actual outflow of local capital 
generated by the financing of the development activities was substantially 
less than initially hypothesized; (2) the return flow of interest and principal 
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paytaeTits, in the long run, will more than offset ai^ ajrparent shortnm losses; 
and (3) the overall effects of the financing airrarigeicents were favOTable, even 
though the net effects on the Iccal econosny could not be determined for this 
report* 

Maintenance Expenditures and Tmpacts 

During the first 5 years Qf the Lake Latonlsa development, maintenance 
activities will be miniinal since most facilities in the comiaunity are ne&r* 
However, as the facilities begin to wear out, maintenance expenditures will 
mount, and after 5 or 20 years annual maintenance costs could run as high as 5 
percent of the current value of the property* 

At this rate, annual maintenance expenditwes on the first 250 homes will 
be about $150,000 per year* Theref<H:e, $150,000 to $200,000 will be needed 
annually to maintain $3 to million of common properties in the ccoiaruuity* 
By 1975j total annual maintenance expenditures required to keep the 
community from depreciating may cost the comnunity $300,000 to $350,000 per 
year* 

Actual maintenance costs were ncft examined directly in this study* However, 
buyers agreed to pay two separate maintenance fees when they purchased a lot* 
These funds are supposed to be used to pay the costs of maintaining streets, 
water systems, and all other consaon facilities including the dam and lake* 
Although the fees may be changed by a vote of the property ovmers, the rates 
established by the developer seemed adetiuate for the expenses anticipated in 
the late 1960's and early igffO's* 

One fee of $25 per lot is assessed .all ovmers annually for maintenance of 
streets and recreation areas* Since 1,535 lots were sold in the Lake Latonka 
subdivision, this fee should yield nearly $1*0,000 per year* A second fee of 
$5 per month ($60 per year) is assessed the owners of each lot to pay the cost 
of maintaining the lalce and water systems, yielding another $92,000 per year* 
Hence, $115,000 to $120,000 in special fees will apparently be levied annually 
for maintenance of the conmon properties* 

If total maintenance costs for all common and private properties are 
assumed to be $300,000 per year by 1975, t^ie total effect generated could 
conceivably range from $i^50,000 to $600,000 annually, assuming the multiplier 
is 1*5 to 2*0 overall* If 50 percent of all Dtedntenance expenditures are made 
in the local area, annual sales of local merchants will be increased by 
$225,000 to $300,000* 

Real Estate Value Changes and Tax Impacts 

Theoretically, changes in the real value of any property vrill be recorded 
on the tax rolls, but just when a value change will recorded is not always 
predictable* Slight changes in assessing procedures, for exanqple, often alter 
the time lag between the occurrence of a value change in a taxing district and 
the recording of it* If assessors keep the tax rolls up-to-date, property 
value changes normally are recorded within a f evr months after the change 
occurs* However, if assessing procedures vary from period to period, as they 
often do, assessment records may be a poor indicator of the value changes 
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occurring in one period but not in Ihe next. Ibis study revealed that assess- 
ing procedures in Mercer County remained relatively constant Sroni l^k to 1967> 
but varied considerafcly in the 1967-69 period after new £.ssessing procedures 
were established* 

Aerial photographs of Mercer County taken in I968 show that laany 
improvements had been made at Lsie LatoBfca (figure 5)- A coc^arison of the 
number of hemes visible on tLe aerial photograjpis with the number listed on 
Zrte tax rolls in October 2$SQ revealed a time lag between the date an iniprove- 
ment was made at Lake Latonka ^d the date it was recorded and assessed* 
Despite this lag, county assessment records for 19^^ through I967 best reflect- 
ed the actual value changes eade during the period* Estimated valite changes 
m 1968, 1965, and 1970, based on the plans of owners, best reflected value 
changes occurring in the I96S-7O period* 

Bstween 1965 and 19^7^ the assessed valuation of real property in 14ercer 
County increased about |lO million ($15** -9 to ^2Bk,6 million)* The recorded 
increase in taxatle property owing to the Late Latonka develoi^nt *^as 
$990j0O0j so only 10 percent of the recorded increase in assessed valuation in 
the county can be attributed to Lake Latonka* For Coolspring and Jackson 
Townships in Mercer County, where the new Latonka community is located^ the 
assessors recorded a total increase in asset?sed valuation in both townships of 
$1*3 million during 1965-67- Thus, 75 pwcent ($990,000) of the $1-3 million 
recorded increase in these two townships can be directly attributed to the 
Latonka development* ^Therefore, the addition of nearly $1 million cf assessed 
valuation to ihe 1965 tax base of $1*8 million in the two townships represents 
more than a 50-percent increase in the recorded tax base during the first 2 
years of the development (see tables 9 suid A8) * A comparison of the effect on 
the tax base of Mercer County and Coolspring and Jackson Townships is shown 
in figure 6* 

In terms of taxes levied^ the two townships collected a windfall of 
approximately $50,000 in I967 without any increase in the I965 tax rate* A 
50-percenL rise in tax collections in 2 years without any increase in the tax 
rate is significant in aty district* At this rate, for every 285 to 290 hemes 
of ccmparafcle /alue built, the assessed va3jiation in the two townships will be 
increasea by about $1 million* 'By 1970, therefore, the Latonka development 
alone may have added $1*8 to $2 million to the assessed valuation of the com- 
bined tax base of Cooj-i.i-ring and Jackson Townships* This amount includes 
about $1 million for the site plus another $0*8 to $1 million for 250 new 
homes * 

In adJcition to the direct effect on the tax base, the development has 
stimulated growth in the two townships* The direct effects alot.e, 'therefore, 
would seem to underestimate the total tax impact attributable to the Lake 
Latonka development* However^ no attempt was made to measure the induced 
effects on the tax base in the county* 

In terms of taxes levied or collected, an increase of $2 million in 
assessed valuation will yield $120,000 in annual revenues^ assuming a tax rate 
of $60 pw $1,000 of assessed values* In 19^5^ the tax rate was $53 per $1>000 
in Coolspring Township and ^6k per $1,000 in Jackson Township; but by 1970, the 
tax rate will probably be at least $70 per $1,000 in both townships if the 
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Bredevelojcent trends -^ntiniifi. With a tax rate of $70 per $1,000 1970, 
§11*0,000 of local real estate taxes would be levied on LaKe Latonka irroperties 
in 1970. 2/ 

Fart of the total izipact on the tax ba^e is shared by Mercer Area and 
Lakevie^r School Districts* In 19^5^ the assessed valuation in both school 
districts totaled $lU miUion, In l$^7f after $1 million of assessed valaiation 
had been added *ty the Lahe Latonka develppaent, the coiriiLined assessed valuation 
for these school districts was $l5,3 million (tatole A9) • 15ms, only 50 percent 
of the increased value of property in the districts between 19^5 and 1967 is 
directly attributable to LeKe Latonka, As far as the total tax base Is con* 
cerned. Lake Latonka, in its first 2 years, added a little more than 7 percent 
to the 1965 tax base of these school districts, 

By 1970, assuming that I^e Latonka adds $2 million to the assessed 
valuation in the districts affected, the assessed valuation in the two school 
districts HiH be 1^* to 15 percent greater than in 1965 • How^ever, the value 
of other properties in the districts has also been increasing, so the actual 
tax base in the two school districts will probably increase 20 to 30 percent 
by 1970, Thus, about half the anticipated increase fircm 1965 to 1970 in both 
school districts can be directly attributed to the Lake Latonka developoient * 

In sunanary, the intact of the Lake Latonka developcient on the local tax 
base should be at least eaual to $2 million of assessed valuation by 1970- 
This aznount represents an increase of less than 1 percent in the total tax 
base of Kercer County, about 15 percent in the two school districts, and laore 
than 100 percent in the two rural townships affected, 10/ 

In terns of real estate taxes levied. Lake Latonka owners will pay 
$120,000 to $ll*0,000 iLore in taxes for the 1970 tax year than the previous 
owners of the Latonka site would have paid, assuioing the site had remained 
in its former uses (tdbles A3X> and All) * This increased revenue will be 
shared by the county, school districts, and townships, according to their 
ndllage rates and assessed valuations. The school districts, however, will 
get nearly two^thirds of the increased revenues because they have the largest 
millage rates* 11/ 

As far as could be determined, no other taxing districts were affected 
by the Lake Latonka development. Therefore, the foregoing inipacts refgresent 
the total direct effect of the Latonka development on the tax base of the 
various taxing districts. The indirect and induced effects, if any, were 
not studied for this report, 

27 In comparison, the l,275*acre Lake Latonka site yielded oniy about 
$1,500 of tax revenues in 19^^ in its former uses ($25^000 of assessed value* 
tion times 60 mills) • 

10/ Assessed valuation in Mercer County represents about 26,6 percent of 
the estimated market value of property based on the formula that properties are 
assessed at pne^third of 80 percent of the estimated market or sale value, 

11/ Tax rates per $1,000 of assessed valuation in l965-*e,g,. Mercer 
bounty taxes, $3; Coolspring Township (road) taxes, $5; Jackson Township (road) 
taxes, $10; Mercer Area school taxes (includes Coolspring Township), $1|0; and 
Lakeview school taxes (includes Jackson Township), $lt6, 
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USE AC7IVITIES A!3D JUSBAdS 



Reported anA Planned Use 

The survey questionnaire contained t^o sets of use questions « die set 
asked all Lalce Latonka owners ^xw ouch they had used the cocsiunity before the 
nirvey* The second set asked those owners who had tuilt, were hiiilditss, or 
were planning to build, hew mar^ days a month tiiey would use their Latc^nka 
hoces after thqr were cctnpleted. The use ijigpacts discussed in the following 
raragraphs are based ^inarily on the response to these and r^-tated questions ^ 

t'se Fefore Survey . The respondents reported heavy use of Lake Latonka in 
the Eonths iirxediately following purchase of lots. Several faadlies stated 
they were not only using the lake and other recreation facilities in the new 
cccziunity, but th€gr were also in^roving their properties- 

AH but 62 of the respondent owners answered the "number of visits" 
question. Of the 655 iifho answered, 61*5 reported a total of 12,736 round trip 
visits frctn their pennanent hocnes to Latonka, between the time they bou^t 
their first lot and the tine of the svor/ey (?ebruaiy I967) , 2Ms figure repre- 
sents an average of nearly 20 visits for each owner dxuring the period. The 
nedian nusiber of visits, however, was only nine. Only 10 of the 655 respondents 
reported they had not returned since the day th^ bou^t their property. 

Above average use of the facility was reported by 289 respondents who 
were classified as the subgroup most likely to build by 1970, Althougji only 
26S actually answered the question on number of visits, this subgroup reported 
an average of 28 visits per respondent for a total of 7,1*68 visits during 
1965-67, In other words, 58,6 percent of all visits reported before the surv^ 
were niade by those who, at the time of the survqr, either had buiXt, were 
building, or would probably begin building by 1970, 

Since epproxiicately 1*2 percent of all owners did not buy a lot until the 
second season, the annual rate of use was only about 12 to 15 visits par year. 
In other vords, the average owner spent a day at Lake Latonka twice a month in 
the summer and once a month in other seasons* The response also suggests that 
1,000 pec^e ciay have visited the lake on a pleasant summer weekend. 

The number of months a property had been owned was deteimined for all but 
three respondents. The average, as determined frcci Mercer County records, was 
12*7 months. On the other hand, the 289 respondents who appeared inost likely 
to build by 1970 had owned at least one lot in the ccenmunity an average of only 
9 months. 

Ninety percent of the respondents answered the "size of visiting parly" 
question. The average visiting party was con^ruted to include 4,5 persons. In 
the subgroup of 289 respondents who planned to build by 1970, only 266 answered 
this question. The average size visiting p6trty for this subgroup -vms k.6 
persons. 
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^ecause Latcnka is noL served direcUy uvhlXc transportatiGzij ^nost 
respondents had to drive there/ All but 13 respondents lived vithin UOO aiies* 
Uie average distance for the 717 respondents returning iisable questionnaires 
vas 51.8 ndles. For the 25? respondents planning to iMiild hy 1970, the average 
vas 5U*5 miles. 

Of the 717 respondents returning usable questionnaires, all but 55 
answerM the overni^t Icdging question, but aaly 6 percent actualljr reported 
purchasing a night's lodging while visiting latonlta. this smaXX nuniber vas 
e:q)ected^ since nost people lived uithin 1 or 2 hours of the l^ke and it would 
cost laany of then core to stay overnight than it tfould to go hone and return 
the next day. 

Kost respondents indicated the;y iisuaUy stayed only a few hours at the 
laJce before returning hcae. Almost 83 percent reported the;y stayed 8 hours or 
less per visit, and only 2 percent indicated they stayed Bore than 13 hours per 
visit. Of the reinaining respondents, 10 jcade visits, 30 stayed 9-13 hours 
per visit, and 71 did not answer. The average visit, ho"rfever, was about 5 
hours* 

Thus, the iise of the develcmient during the presurv^ period was apparently 
lijaited alnost excliisively to so-called "day*use*" 12/ 

Use After Builllng; * 3?ie hi^er rate of day use reported by those planning 
to build suggests that these owners will also iise their properties more fte- 
iuentiy after they build. Indications of use after building were primarily 
deterzdned fi*0E the responses given by 178 of 289 respondents who were classi- 
fied earlier as the subgroup most likely to build by I97O. 

^e 17? respondents reported they planned to use their Latonka hones an 
average cf 130 days per year. !I3iey also estiiaated that each using party would 
contain an average of 5-1 people. The total number of user*days anticipated by 
these respondents is ap^oadjnateiy 118,000 days per year (table 15)- 

A:^tuaHy, 1^ respondents answered the ''use after building" questions but 
only 17? Were also in the subgroup of 289 respondents who were selected as the 
groi^ most likeJy to build by 1970. Seven of the I90 respondents planned to 
build by 1975^ and five were not sure when they would begin buildings IShe 
"additional 12^" however, reported the same average rates of use. 13/ 



127 5ayuse has other meanings too^ but as used here siniply means sane- 
thing less than an overni^t visit, incltiding a few minutes to several hours. 

13/ A clarification of the subgroup sizes is needed here. 35ie subgroup 
of respondents who were determined eariy in this study to be the ones most 
liJteiy to build contains 289 individual owners who control 275 properties. At 
the tirie of the survey^ many of these respondents expressed incctnplcte building 
plans. Several in the group, therefore, could not be ejcpected to answer sH 
the building plan questions with equal degrees of certainty. IThus, different 
sized subgroups have been used to analyze the Implications of the building 
plan answers. In each case^ the largest subgroup answering positively was 
selected for the analysis. 
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^ble 15*~Plannea use of lake latonka. Pa*, hemes reported by 178 of the S89 
respondents cost likely to build by 1970, by season and V year owners 
planned to build, February 1, 19^7 l/ 



Year Cfwners 
plan to build 



Planned us^j by season 



Respondents: Jan, - : April - : July - : Oct^ 
: liar* : Jtme : Sept. : Dec. 



Ototal 
annual 
Use 



Nuaber Days Days Days Days 



Days 



Built or building : 
on Feb. 1, 1967 — : 

Probably by 197O — : 


33 

68 
77 


870 
1,130 
1,150 


1,^^50 
2,720 
2,320 


1,9^*0 
3,990 
3,370 


1,080 
1,600 
1,^20 


5,3^*0 
8,260 




178 


3,150 




9,300 




23,oto 


* 




18 


37 


52 


23 


130 



building" questions and 95 did not answer. 
Source: XaJte LatonKa Lot Owners* Surv^, 19^7- 



A checK of respondents' use plans, on a month to month basis, revealed 
that most Latonka hcoie owners and prospective hcsme owners planned to use their 
properties more than three times as much during the suiEmer as the winter. The 
occupancy rate was calculated to be 65 percent during summer months, but not 
more than ?0 percent during winter months* This pattern of use also revealed 
that few owners pOlanned to use their Latonka hemes as pexroanent residences. A 
check of the respondents' answers showed that only 20 respondents planned to 
use their hotnes continuously during the early years of the develqpnient. These 
?0 residents also account for a little more than half the total winter use 
reported* By 1971j therefore, only 25 or 30 of the first 250 hones completed 
at Lake Latonka vill probably be used as residences* 

Use Impacts in Perspective 

Because Lake Latonka is a semiprivate ccmmunity, only lot owners or their 
guests are eligible to use the lake and recreation facilities* Therefore, only 
property owners and their friends can initiate and participate in use 
activities at Lake Latonka* Although this practice limits the total use impact 
that can be generated, the impact is easier to estimate because the population 
of users can be deteiBlned and sampled. 

Conceptually, use impacts are functions of many factors, the most impor- 
tant of which are; frequency of visits, duration of each visit, number of 
persons in each visiting party, distance traveled by each visiting party, type 
of activities pursued, and last but not least, the amounts spent on use activi- 
ties. In this analysis, use impacts are direct functions of the types, kinds^ 
and magnitudes of use expenditures. 
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Sie total econcniic in^^acts of the use activities may or my not accrue 
locally- Ajiything spent in the local area provides the basis for local impacts. 
Ej^^enditures cade outside the fiC&D area contribute to the total—but not the 
local — l£^)act. For exafliple> a family owning a lot and residing ^0 miles trm. 
the 2aHe can easily pack a picnic lunch^ drive to the lake^ and remain for the 
day without spending anything until they return heme. Visits by such parties 
do not have ai^y direct effect on the local econos33y. However, they do have a 
gross effect on the larger r^ional econony, even if it is limited only to the 
impact generated by the variable cost of operating an automobile. On the other 
hand> if users spend freely > the total and local impacts generated by e:cpendi^ 
tures for neals eaten out, recreation, and other purchases may be sizable, 
particularly if many users pursue similar activities. 

At this point, it should be noted that no attempt was made to measure, 
directly, either the use expenditures or the use inlets associated with the 
LatonKa connunity- Furthermore^ while the lot owners* qjuestionnaire contained 
two sets of valuable use Questions, neither set was specifically designed to 
measure use expenditures. Before the use impact analysis could be ccorpleted, 
it was therefore necessary to; (l) derive a set of tise expenditure rates^ 
based on the findings of other researchers who have attempted to measure use 
costs in other areas; and (2) construct a set of use rates for Latonka users. 

Two studies relevant to the Lahe latonlca setting were used. In a study 
of Wisconsin vacationers in 1959 > Fine and Werner (2) found that the average 
variable use expense per vacationer was $3 to ^5 per day — including meatls^ 
lodging, transportation, license fees^ and other ndscellanecfus expenses. This 
amount di4 not include investment items, such as boats^ tents^ trailers^ etc., 
which could be used several seasons. Likewise, it did not include ai^ items 
nor:nally associated with the development, maintenance^ or improvement of 
vacation properties. 3Sie $12 to $20 spent per day, reported by Pine and 
Werner, represents the average daily variable tise expense for a party of U.O 
persons while vacationing in Wisconsin. 

Another study of vacation heme users in Northern New England in I966 re- 
ported an average expenditure of $2.17 per person^ per day (9). In this study^ 
the average weekly household expenditure was $66.95 for a part^r of h,h persons. 
Items specifically included in these variable use expenditures were food, 
groceries^ nieals eaten out, personal expenses, recreAtion^ clothing^ transpor- 
tation, and other iniscellaneous expenditures^ including a $5.I*9''weekly item 
for hired services. Taxes^ jiiaintenance> hone furnishings^ and major purchases 
of recreation e(iuipment, however^ are excluded. 

These studies suggested a fine distinction in the classification of use 
expenditures that warrants much attention. Simply stated^ ovmer-users my 
incur the follo>/ing types of expenditures; maintenance, variable use^ and 
special use. 

Everyone is familiar with maintenance expenditures, ih/ These represent 
the cost of maintaining a piece of real estate over a period of years^ so that 
the use level and degree of satisfaction derived from using it is maintained at 
a constant level over several years. 



Itointenance expenditures were discussed previously in the subsection 
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The other trrfo categories of use expenditures — variable use and special 
use — are discussed briefly in the following paragraphs and are examined in more 
detail in the subsections en "Variable Use £bcpenditures and Inipacts** and 
"Special Use Expenditures and linpacts*'' 

Variable use expenses, yrf definition, are those which must be incurred on 
any visit to a vacation spot such as Lake latonka* Variable use costs are 
frequently repeated on each visit* On the other hand, they are not usually 
incurred if no visits are made. Purchases of gasoline, oil, food, overnight 
public lodging, novelties, and even utilities, \Jbile using vacation hones, are 
excellent examples of variable use expenditures* 

On the basis of the findings reported for Wisconsin and Northern Sew 
Erigland (1) (2) (2) , a conservative estimate of variable use expenses far Lake 
I^tonKa users vould be $2*25 per person per day. At first two rates were 
thought to be necessary: one for users of properties with hocnes and a second 
for users of properties without homes. However, after reviewing all relevant 
factors, only one rate was considered necessary since two rates could not be 
distinguished from the data available* In the absence of better data, $2,25 
per person per day, for both groups, was considered to be the best estimate* 

Special use expenditures, on the other hand, inrimarily are incurred when 
durable consumer goods are purchased* These purchases usually enhance the 
satisfaction derived from using a vacation properly* Purchases of boats, 
'?otors, furniture, and other personal property items which would not otherwise 
be bought are good examples of special use purchases* These items wiU not be 
bought unless a family has a vacation spot where they can use them, and they 
do not necessarily have to be bought, even if a family acquires a new vacation 
spot and uses it* 

Special use expenditure rates were also derived from the findings of Fine 
and Werner in Wisconsin (l) (2) and of the Bureau of Outdoor Recreation in 
rforthern New England (9)'*' However, on the basis of the use r^orted by the 
Lake latonka respondents, ample evidence suggests that families builaing homes 
at Lake Latonka would spend more on special purchases of personal property 
than those not planning to build, and that nonbuilding respondents would spend 
at least $100 per year on special purchases of personal property. The $100- 
expendlture, then, is the estimated minimum rate anticipated for users of 
properties without hemes* The rate for users of properties with homes will be 
discussed in detail subsequently. 

Variable Use Expenditures and Unpacts 

Presurvey Period * As described earlier, more than 90 percent (655) of 
the respondents answered the set of use questions concerning the period from 
April 1965 to February 1967, These respondents r^orted they made 12,736 
visits to Lake Latonka during the period, even though about h2 percent of them 
did not buy a lot until I966* On the basis of their answers to these and 
other related questions, respondents spent approximately $127,360 on variable 
use expenses during 1965-67* This estimate was constructed by assuming that 
each visiting party spent $10 per visit ($2,25 per person multiplied by h,3 
persons per partj^* 
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Assuming that nonrespondents used the Lake Latonka facilities to the same 
degree as did respondents^ all property owners and their guests would bave 
incurred approximately ^Zy^^OOO of variable use expenses prior to the survey. 
The total eccocniic impact generated ty these variable use expenditures was 
estimated to be equivalent to at least $250,000 but no more than $500,000 of 
gross retail sales. This amount is based on the premise that these expendi* 
tures have a multiplier effect and that the ajppropriate multiplier lies 
between 1,0 and 2.0. 

The local portion of the total variable use impact was similarly 
estimated, except it was assumed that 50 percent of the variable use expendi- 
tures were made in the local area. Therefore, as much as $125^000 to $250,000 
of the i^ross econcmic activity generated was estimated to have accrued tc the 
RC&D area. 

Use of Properties Without Hoges . Initially, it was l^ppttiesized that the 
presurvey use would be a good indicator of the property use that might be ex* 
pected, assuming no hemes were built. However, a preliminaiy analysis of re- 
spondents* answers revealed that those planning to buiM before 1970 were using 
their Latonka properties at least twice as frequently as those who had no plans 
to build. Thus, an alternative method of estimating these impacts had to be 
devised. 

A reexamination of respondents* answers revealed that 387 owners, who had 
no plans to build, answered the property use questions for the period prior to 
the lot owners* survey* An intensive review of their responses suggested that 
the use reported by this group would provide a good basis for estimating the 
variable use impacts generated by the users of Latonka properties without hemes. 

The respondents with no plans to build reported they made 5j268 visits to 
Lake Latonka during the presurvey period. Each visiting party contained an 
average of persons. The mean number of visits for this group was llf, com- 
pared with 28 for those who appeared most likely to build by 1970. 

The variable use cost of the 5^268 visits was estimated at $52,68o or about 
$1^*0 per respondent* On an annual adjusted basis, this amount appeared to be 
equivalent to about $100 per year, since 58 percent of the lots were purchased 
the first year and were used the better part of two vacation seasons* 

If no homes were built at Lake Latonka, the maximum variable use expendi* 
ture of all users is estimated to lie in a range of $115^000 to $130,000 
annually. 15/ TBie actual Impact of this expenditure cannot be adequately esti- 
mated, since the analysis suggests that 250 homes will be started before the 
end of 1970 and the use rate appeared to be influenced by the buildup rate. 

157 TBie smaller number was calculated by multiplying the l,l63 private 
properties in the development by $100 and rounding the result to the nearest 
$5j000* The larger number was calculated by multiplying the X^Z^k owners by 
$100 and rounding the answer to the nearest $5,000. In this way, the differ- 
ences which result froa two alternative interpretations of respondents* answers 
can be shown. 
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Sty 1971, approxiaaately 900 properties without hemes will fee available for 
tise by at least 1,000 owiers and their guests. Based ou respouses of owners who 
did not plan to t>uildj the ennual use of these 90C properties may expected 
to result in at least $90,000 to $100,000 variable use expenditures. Again 
assuming a multiplier in the range of 1*0 to 2.0, the total gross econonic im* 
pact expected ftcst these variable use expenditures will approach ^l60,000 to 
$200,000 annually. Since the ccmnmnity is located afcout 1 hour's ride trosa the 
residences of the users, prol^al^ly half the total impact will accrue to local 
lousinesses in the RCSD area. 

Use of properties With Hmes . Owners were asked how th^ planned to use 
their i operties after th^ coaffileted a home- IHie econcmic impact generated by 
this use was estimated on the loasis of 173 hoenes that respondents planned to 
fcuild by 1970- "She average daily variable use cost for use of these hcQes was 
estimated at $11-50 per day. 16/ Sius, the ft^piwi variable use cost for 130 
days of reported use per year would be $1,500 per home- For 173 homes, the 
annual variable cost would be approximately $260,000- 

Afcout 1971, or during the first year after 250 homes are coaipleted, the 
users of all Latonka properties with hosaes will prcfeafcly spend afcout $375,000 
annually for variable use expenses- "She total expected gross economic impact 
generated by these new activities, therefore, would range fraa $375,000 to 
$750,000 annually if the appropriate inultiplier for these types of expenditures 
is 1-0 to 2-0. At least half the expendittires will prcibahly he made in the 
local area- Hence, a proportionate amount of the total impact will also accrue 
to businesses in the fiCSS area- 

Summary for 1965-70 - The eJqpected annual variable use expense rate in- 
creases about $1*^*00 per vear for each hone coo^fcleted at I,ake Latonka* 5Ms 
figure is oased on an estimated annual variable use expenditure rate of $1,500 
per property with a heme versus about $100 per property without a home- 17/ 

If no homes were built at Lake Latonka, the total variable use expense 
wouia be $115^000 to $130,000 per year for the entire developsnent, assuHiing it 
contains 1,150 properties and 1,300 owners, respectively- Thus, the annual 
variable use expendittire is expected to increase $11*0,000 for each lOO homes 
coD^leted- 

The annual econcoiic impacts generated by the variable use expendittires are 
estimated to increase significantly dtiring the early years of the development. 
!niis increase is primarily attributed to two factors: (l) the increasing-rate 
of use expected as the homes are completed; and (2) the rapid buildup planned 
and observed dtiring the beginning years of the new community- 

^7 The estimate is based on the estimated daily variable use cost ($2-25 
per person) multiplied by the average size of the visiting party (5-1 People). 

17/ Since most respondents' homes are being built by "single-owner" re- 
spondents, the $100 rate per respondent per year calculated earlier also 
applies to their' properties. Thus, for this analysis, the $1,1*00 net increase 
per year appears to be the best estimate frm the data collected- 
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Table l£ estimates the ftnn"QT rates of use expeaditures expected, given 
different nimibers of homes coiapleted at the beginning of each successive 12- 
month period, T!he entries in the stub colxonn of the tahle also appOy to 
successive years of the LaKe Latonka developsnent; for example, "0" hoenes 
applies to the first year, *'50" homes to the second year, and so forth. After 
5 to 7 years, the validity of the second interpretation diminishes hecaiise it 
is not clear how expenditure rates may he affected hy the huildup, 

!fehle l6 indicates that accmmilated variable use expenses during the first 
2k months of the develapaent totaled about $330,000, In fact, however, during 
the first 2 years many lots were not available for use until late in the 2-year 
period, Thiis, the actual variable use expenditure may have been less than the 
amount shown in the table, Cti the other hand, if an allowance for the variable 
use expenses of prospective buyers, who looked hut did not buy, is included, 
then the actual variable use expense during the first 2 years might very well 
have been equal to, or greater than, the amount shown in liable l6. 



T^ble l6, — Estimated anmaai variable use expenditures to be incurred by using 
parties based on the nmber of homes o^pleted at the beginning of aoy 
given year. Lake iatonka, Pa,, February 1, 1967 l/ 



Number of : Annual variable use expense : Total for 

homes inctirred by users of properties : all users 

completed : Without homes 2/ : With hemes 3/ : Annually : Cumulative 

: ^ 1,000 dollars 

0 : 130 130 130 

50 : 125 75 SCO 330 

100 : ISO 150 270 600 

150 : 115 225 31*0 $kO 

200 : 110 300 IflO 1,350 

250 : 105 375 U&O 1,830 

300 : 100 1^50 550 2^380 

350 : 95 6S0 3,000 



1/ Estimated for 1,150 properties and 1,300 owners. See tables Al and A3- 
2/ Respondents' use rates for the presurvey period suggest that each owner 
not planning to build inctirs about $100 of variable use expeiises annually on 
his visits to the community, !Dius, the niaxTiTtum total variable use expense for 
all owners, assuming no homes are built, is $130,000 per year, 

3/ Respondents planning to build at Lalce Latonka before 1970 planned to use 
their properties about 130 days per year after their hemes were cong^leted. The 
variable use expense for properties with hemes was estimated at $1,500 per year 
per home. 

Source: Data in this table were constructed from the rates of use planned and 
reported by Lake Latonka property owners in February and March of 1967. Ex- 
pendittire rates reported by cottage and vacation home users in Wisconsin (l) 
and Northern New England (2) were adjusted and applied to the use rates reported 
"by Lake Latonka omers. 
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Hie gross econcadc iinpacts generated hy the VPxiable use expenditures during 
the first 5 years of the developient are expected to range flroan $1,350^000 to 
$?^700jOOO of business transactions^ depending on the magnitude of appropriate 
multipiier. The annual average for the first 3 years^ therefore^ is only 
$270,000 to $5^*0,000. Furthermore^ the portion accruing to the local area will 
only be about half these amounts, assuming that only half the variable use ex- 
penditures are actually made in the local area. 18/ 

Earlier in this study, 230 hemes were estimated to be started at Lake 
LatoQka before the end of calendar year 1970. As soon as these homes are com- 
pleted, variable use expenditures for the Lake Latonka community should total 
about $1*80,000 annually. Thus, during the decade of the 1970* s, even without 
much more home develOiEiiient^ the annual variable use impact could total $1 
million annually, and at least 50 percent of the total is e^qjected to accrue 
to local businesses in the RCSiD area. 



Special Use Expenditures and Impacts 

Many new owners must make special purchases of sporting goods, furniture^ 
or other items of personal property, before they can use their new vacation 
properties, either with or without a heme. In this analysis, surv^ data were 
lijaited to special purchases of heme furnishings. However, the I9S6 study of 
Northern New England vacation home users (£) reported an average of $155 per 
home was spent on sporting goods and another $125 per heme was spent on special 
purchases of household items such as linens^ lawn furniture, and barbecue out- 
fits. Thus, an estimate of the impacts generated by special purchases of 
personal property, other than furniture, can also be made. 

The Lake Latonka surv^ revealed that those property owners likely to 
build by 1970 planned to spend approximately $2,100 per home on furnishings. 
The respondents also indicated that 60 percent of all purchases would he made 
in Mercer County (table 17). Since 5 percent of the respondents answering 
these questions indicated th^ did not plan to bxxy any furniture, it was 
calculated that an average of $2,000 would be spent on furnishings for each of 
the 250 hemes built by 1970— $1^200 of this amount in the RCSffl area. 

The total impact generated by these purchases will depend on the magnitude 
of the multiplier associated with these kinds of transactions. If the ePPro** 
priate multiplier is again assumed to range from 1.0 to 2.0, the total value 
of the economic activity generated by heme furnishing expenditures would be 
between $500^000 and $1,000,000 for the first 250 homes built. The local por- 
tion of this iJirpact is estimated to range from $300,000 to $600,000. 



lii/ Determination of the actual Impact on the local economy^ however, will 
have to be reserved for another study as the data needed to accurately measure 
the Impacts were not available for this analysis. 
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Tatle 17-*-Value of home furnishings the owners of ihO respondent properties 
planned to "bvsy for their Lake Latonka^ pa,, hcmes^ ty the progportion they 
planned to hiiy fvm merchants in Mercer County^ February 1^ 1967 1/ 



Percentage to he bought 
in Mercer County 



Bespondent's properties 



Value of purchases fronu-* 
Ml places : fiercer County 





; Nmber 


Percent 


Dollars 


Dollars 


25 3 

50 . 

75 . 

100 : 


! 15 
17 

! ItO 
; 21 
37 

; 10 


10.7 
12.2 
28.6 
15.0 
26.1f 
7.1 


20,200 
39,500 
93,300 
U2,200 
73,*tOO 
28,500 


9,875 
1*6,650 
31,650 
73,1*00 


Total ! 




100.0 


297,100 


161,575 


Percentage of total' 








3/ 60.2 



respondents who planned to build or were likely to build ty 1970 and who an- 
swered the "value of the home furnishings" q^uestions are summarized in this 
table* 

2/ The owners of six of these 15 properties did not plan to buy furniture. 
3/ Adjusted percent based on )f:n0m data only($l6l,575 divided by $297^100 
minus $28,500)* 



Source: Lake Latonka Lot Owners' Survey^ 1967, 



according to the New England and Wisconsin studies (1) (2) (2)^ Lake 
Latonka heme users vill continue to spend about $280 per hc£iie"per year on 
special purchases of personal property after their second hemes are cooipleted 
and furnished, Hence^ after 250 hemes are cairpleted^ the users will probably 
be spending about $70,000 annually for such items as boats^ motors^ lawn mowers, 
barbecue outfits, etc. These special use expenditures could conceivably generate 
the equivalent of $lliO^OOO of business activity annually beginning about 1970 or 
1971- 



The users of Lake Latonka properties without homes are also expected to 
make similar purchases. If the users of 900 Lake Latoiika properties without 
homes in 1970 spend th^ equivalent of $100 per property per year for boats ^ 
motors^ barbecue outfits^ and similar items, an additional $90^000 to $3S0^OO0 
of business activity could be generated annually. 

Totaling the lesser of these two categories of expenditures ($70,000 ana 
$90^000)^ special purchases of personal property other than home furnishings 
will probably total at least $l60,000 annually for the Lake Latonka cranraunity 
beginning about 1970. Gross and local economic activities resulting from these 
expenditures were estimated on the same basis as were other expenditures noted 
in preceding sections. Thus^ the total economic impacts generated by special 
use expenditures, other than new hcwne furnishings, will range fxm $l60^000 to 
$320^000 of gross economic activity annually during the first 10 years of the 
Latonka community. The local portions of these economic impacts are expected 
to range from $80^000 to $160^000 annually during the 10-year period. 
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Jjupacts of Pecaand tar Public Services 



Most sponsors of the penn Soil RC&D project are local officials and 
businessmen who vant to know what funds the county, township^ and school dis* 
trict governments win have to spend on additional pfublic services for new 
second-hcme coanmunities dxiring the first 5 or 10 years of each develppnent* 
Although it was quite clear who was supposed to provide the various services 
in the Lake Latonka ccsnmunity, local officials recognized that a big difference 
often exists between theory and practice* ^Sierefore, how could local govemnient 
officials be certain that Lake Latonka was not just another residential sub^ 
division that would demand many new services from the established governments? 
And if these denaods should occur, what impact would they have on the tax 
structures of the local governments? 

In 1965 and I966, school officials were understandably concerned* Ttie 
developer's plan contained no provisions for schools, but many of the new homes 
being built at the lake looked like permanent residences and many school-age 
children were observed using the facilities* 

In addition to the school question, local officials in adjacent communities 
had reservations about the adequacy of the utilities being installed at lake 
Latonka* All services, except gas, electric, and telephone utilities, were 
supposed to be provided internally by the community. But were adequate facili* 
ties being installed? 

The development company provided the water supply and distribution system, 
but would these ^sterns be adequate for all the homes that might be built? The 
developer built the streets, but would the annual fee the lot owners agreed to 
pay be sufficient to maintain the roads? The developer made it clear that the 
lot owners must provide their own septic tanks, but would the onsite systems 
function satisfactorily? The developer also provided a legal framework for a 
Lake Latonka conmunity government, but would the new lot owners* association 
ever be able to obtain the necessary majority vote for any needed action? 
Obviously, many issues might eventually have to be resolved by the collective 
action of Lake Latonka and adjacent communities* Unfortunately, these actions 
could be frustrating, time consuming, and e:cpensive for all county taxpayers — 
including those at Lake Latonka* At leasts the basis for public concern seemed 
to be real* 

In all fairness to the Lake Latonka lot owners, it can be argued that the 
adjacent communities should provide the new cooimunity with all of the usual 
public services that adjacent communities enjpy, since Lake Latonka property 
owners pay the same taxes as other property owners in Mercer County* On the 
other hand, citizens in the adjacent communities may argue that double tax* 
ation is the price that Lake Latonka property owners must pay to keep their 
second home community semiprivate* Nonowners, therefore, may contend that the 
Lake Latonka community must provide for its own internal needs if these services 
can be used only by owners and their friends. Just as a country club pays the 
custouiary taxes levied on all properties in the district of which the club is 
a part* 
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When this stu3y was iMtiated, public school enrollments for the I^e 
Latadta develogpaent could he readily deteanained fjraa public recordE, IHie 
avz-ilability of such data vas fortunate^ since sudden increases in school 
enrollments often represent the first and inost serious public service inipacts 
that accrue to small rural taxing districts when rapid develcgpenent occurs, 
HCifever^ estimtes of other potential coEiimuaity service needs could not be 
inade without f^irther research* Consequently^ only the school enrollment 
inipact could he measured at this time- 

School Enrollment Impact . Eie data for this phase of the analysis came 
fvcsi several sources, The county superintendent of schools provided school 
enrollment figures • Information reg^irding the children in the families of 
former owners of the Latonka site was ohtained frcen acquaintances and 
neighbors in Mercer County* !nie lata on hccie huilding plans and the numbers 
of school-age children in the families of Lake Latcnka property owners were 
obtained from the questionnaires returned by the lot owners- 

Of the 289 households considered most likely to build by 1970, 130 had 
children, but CHily I7 of these households planned to build pennanent 
residences* !rhe renaining 159 families reported th^ had no school-age 
children living at heme- 

The 17 families with children who planned to huild permanent hemes had 
38 children among them. Of these, 11 children were under 6 years, 12 were 6 
to 12 years, and 15 were 13 to I6 years of age on February 1, j$67. 

The gain of children for the total development, based on the assumption 
that the 689 respondents represent 60 percent of all lake Latonka owners, would, 
be as follows; iS children under 6 years of age, 19 children 6 to 12 years, 
and 2k children 13 to I6 years of age, Ttie total is 6I children of all ages, 
as of February 1, 1967* The net ^in expected is eqjial to the gain of 61 
children ftrem Lake Latonka minus the loss of 10 children from the households of 
former OTners who sold out and moved* IHie net gain of 5I children also repre- 
sents the best estimate of the total school enrollment Is^act for the local 
school districts in 1570, 

Based on the composition of the families responding to the questionnaire, 
the families of all respondents and nonrespondents woxild probably contain 
approximately 1,300 school-age children in 1970- Thus, the 50 or 60 children 
req^uiring classroon space would represent less than 3 percent of the estimated 
population of school children in the families of all owners* These figures 
indicate why local school officials were concerned when they observed so many 
children splashing in the lake the first summer. 

On the basis of the foregoing findings, the Lake Latonka ccanmunity would 
not overload established public school systems before 1970, 1975, or ever, so 
long as the new camnunity remained primarily a secoqd-hoL: community. 
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When these finSings were presented to the local schooCL officials in the 
fall of 1968^ they indicated that their experiences through the beginning of 
the 1968 school year confiraed the findings, They also pointed out another 
interesting phencEienon, According to tne school enroUjnent statistics for 
^^ercer and Laheview Districts^ the crest of the wave of post^Korld Kar H 
habies passed through local piiblic school systems about the tliie Lake Latonka 
vas started, ^erefore^ by 1970, school enroUments in the two districts were 
expected to be 2 to 5 percent belcw the 19^5^66 peak without a Lake Latonka 
develcf5cieat. By the fall of 1968^ even with at least 100 hemes ccmpleted at 
Latonka^ school enrollnents in the two districts bad actually dropped off frcm 
the 1965 peak, Urns, the new cassunity would probably have to send at least 
100 children to local public schools in 1970 to cocrpensate for the natuaral 
attrition e;cpected in Mercer and Lakeview Districts during the period, 

A rigoi'ous analysis of the demand for other public services could not be 
tnade without additional research • However^ frcia observations made daring the 
course of this study^ it appears that the private owners will mate few^ if any^ 
significant demands on adja2ent comzirunities for additional public services 
during 1970-75^ Projections cannot be made about the post*1975 period because 
the planning horizon revealed by owners was limited to a ffiajamuni of 5 to 7 
years, Besjoadeats' plans b^nd that time frame were merely ideas. 
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?a3?le A2.— niiirber of owners of respondent, noorespprident, and refttsaX properties, 
Laie latonka, Ba. , by type of prppeiigr, Pebniaiy 1967 



Type of property 



Single-lot J singLe-osmer - 
Mu3.ti-lot, single-owner — 
Single-lot, Eulti-owner — 
J5ulti-lot, multi-owner — 



AH types 



Jffunber of owners of — 



Bespondent : Noorespondent : BefUsal 
properties ; properties ; properties 



Total 



506 
120 
2/ 119 

M ^ 



317 
77 

23 



21 
6 



m 
1/ 203 
178 

58 



774 



h72 



37 i/ 1,283 



^ Includes Latonha Itarine Club, vMch vas not surv^el since it v&s 
considered to an aig^pical prqpeiigr, 

2/ Hot all of these owners returned questionnaires. However, by definition, 
if me owner of a jnulti-owner property responded, the properly vas classified 
as a respondent properly. Only 68 of the 119 single-lot, multi-owner properly 
owners and 23 of the 2$ milti-lot, multi-owner respondent property owners 
returned conpleted questionnaires, 

3/ These 1,283 owners controlled 1,52^ lots, which had been combined into 
1,152 properties. 



Source: Lake Latonlca Lot ftmers' Surv^, 19^7. 



T^le A2. — number of lots included in respondent, nonres^pondent, and refusal 
properties. Lake Latonka, Ba., by *ype of jprqperiy, Jtebruary 1, I967 



5^pe of 3psroperiy 


: Kumber o£ lots included in — 


: Hespondent : Nonrespondent : Befusal : - , - 
; properties : properties ; properties : 


Single-lot, single-owner -; 
Multi-lot, single-owner — j 
Single- lot, multi-owner — ; 
Multi-lot, multi-owner — : 


\ 506 317 21 SMt 
: 322 197 1/ lit 1/ 533 
: 50 26 2 78 
; 3lt 2h H 69 


'912 56i^ 1/ 1*8 1/ 1,52J^ 



Includes three lots owned by tbe Latonka Marine Club. This properly 
vas not surveyed by tbe questionnaire. 

2/ The developer divided all but 90 acres of the 1,275-acre site into 
1,M0 lots and a 270-acre lake. On February 1, 19^7, 65 lots were retained 
as coinmon properties and 11 lots were controlled by unidentified owners - 
lliese 76 lots plus the three owned by *^be Marine Club were the only ones in 
the subdivision not surveyed by the mailed questionnaire. 



Source: Lake Latonka Lot Owners' Surv^, I967. 
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Table A3- — Nmnber of properties classified as respondent, aoaarespondeat, and 
reflisal properties. Lake latonka, Ea., type of nroperty, February 1, 2967 



Sype of property 


liuaber of properties classified as — 


; Hespondent : Honrespondent : Befasal : Tatsl. 


Single- lot, single^osmer 
liulti-lot, single-owner — 
Singie*lot, imilti-o-Jner — . 
Multi-lot, Eulti-owner — 


! 506 317 21 Stik 
; 120 77 1/ 6 1/ 203 
50 26 2 78 

13 n 3 27 


689 m 1/ 32 a/ 1,1^ 



^ Iiicludes Latonlca t^ine Club, which is one property coiprised of three 
lots and one osmer. 



Source: Lake Latohka Lot Owners' Survey, 1967- 



Table A^t.-^Estimated site acqiiisition and develqpnent costs incurred by the 
developmeat cocipany. Lake Latonka, Ea,, fiscal years 1965-70 



Iteai 


: 1965 


: 1966 ; 

* * 


1967 


; 1968 : 

* * 


1969 


: 1970 


: Ototal 

* 






Site selection 




0 


0 


VAT T ■ n r *j 

0 


0 


0 


65 


Land purchase; 
















1,275 acres 


i 1^35 


0 


0 


0 


0 


0 


1^35 


Design, layout, and 


















: 100 


50 


0 


0 


0 


0 


150 


Lake construction; 


















: 200 


50 


0 


0 


0 


0 


250 




: 0 


0 


150 


0 


0 


0 


150 


Site clearance 


; 60 


0 


15 


0 


0 


0 


75 




: 25 


0 


0 


0 


0 


0 


25 


Service facilities; 
















Roads — 


; 100 


50 


50 


0 


0 


0 


200 


Vfater system : 


150 


100 


50 


0 


0 


0 


300 


Recreation areas — ; 


30 


1*0 


30 


0 


0 


0 


100 


Sales and pronotion: 


















50 


250 


100 


0 


0 


0 


Advertising — ; 


50 


250 


100 


0 


0 


0 


Uoo 


Overhead; : 


















50 


100 


75 


25 


0 


0 


250 


Capital costs — — : 


25 


50 


50 


25 


0 


0 


250 




10 


10 


10 


10 


10 


0 


50 


Total 2/ ; 


1,350 


950 


630 


60 


10 


0 


3,000 



17 Dam broke in the fall of 196b and the spillway section had to be rebxiilt- 
2/ These totals represent estimates of the ccsnpapy*s costs only, Th^ do not 
include any allowance for costs incurred by government agencies, utility ccjsh- 



panies, lot buyers, or other coinmercial interests. 
Source; USDA estiinates, as revised in December 1968, 
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Table A5- — ^Estimated development costs incuarred iy cocmercial eateisrises and 
govemnant agencies, lake latoBfca, Pa,, fiscal years 1565-70 1/ 



Organization 



1965 



19S6 



1967 



1968 



1969 



1970 



Tbtal 



—1,000 dollars - 



Ccsasercialrg/ 

Gas 

Slecteic — 
Ttelephone — 
Other 



GovemsientrS/ 

Federal 

State 

County 

Sewn 

Otier kf — 



Sotal 



150 


l}85 


75 


75 


75 


75 


935 


50 


100 


25 


25 


25 


25 


250 


50 


150 


25 




25 


25 


300 


50 


135 


25 


25 


25 


25 


285 


0 


100 


0 


0 


0 


0 


100 


ao 


15 


10 


10 


5 


5 


65 


3 


2 


0 


0 


0 


0 


5 


5 


5 


0 


0 


0 


0 


10 


5 


5 


5 


5 


0 


0 


ao 


3 


3 


2 


2 


0 


0 


10 


U 


0 


3 


3 


5 


5 


ao 


170 


500 


85 


85 


80 


80 


1,000 



These estimates vere developed ty experts in USEA, and do not include aT3y 
of the development costs incurred by tiis developtnent company or the lot buyers, 

2/ Does not include aj^y allowance for the undeveloped 90''&<^e tract, the 
water cosapai^y installed by tiie developer, or the botaes built by the lot buyers, 

3/ Many of the government expenditures involve hidden costs, siich as those 
incurred for health and safety inspections; service changes including road 
relocation, school bus routes, and record keeping; and otber eacpenses involving 
technical assistance for the planning of new services, 

hf MisceUeneous c:?penses not included elsewhere. 



Source: USEA estiinates, as revised in December 1968, 
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Xable A6. — Amount and percentage of the reported purchase prices paid down and financed for 569 
respondent properties at Lake Latohka» Pb.» by respondent's place of residence, Pebmary 1, 1967 1/ 



Bespondent's residence 



Paid down 



Financed 



Total pui'chase 
price 



Within EC£D area 

Mercer County — 

Mercer 

Grove City 

Best of Mercer County 

Crawford Counter 

Venango County 



Outsido RCS(D area 
Pittsburgh, Pa. 

O^her — — 

Total 



Percentage of total 



1,000 
dollars 

229 
196 
(120) 
{15} 

m 

32 
11 

910 
281 



Percent 

20.1 
17.3 
(10.6) 

[III] 
1.9 
0.9 

79.9 
^.7 



1»000 
dollars 

107 
Q2 

(1*2) 
(2) 

m 
10 
725 

220 



Percent 




87.2 
26. U 



1,000 
dollars 

336 
288 

(i6a) 

(17) 
(109) 
27 
21 

1»635 
501 



Percent 

17.0 
Ik. 6 

11 

1.3 
1.1 

83.0 
25. U 



' 1.139 


100.0 832 


100.0 1,971 


100.0 




; 57.8 


1*2.2 


100.0 





The owners of the tti^ responder 
120 of the 689 respondent properties paid $355>955 for their iots> but did not report the percentage 
paid down* The owners of the remaining 5^9 respondent properties paid $l>970t9S2 for them. Their 
responses revealed that only seven of these homesites were totally financed^ 333 were partially 
financed^ and 229 were not financed* 



Source: Lake Latorika Lot Owners' Survey^ 1967> and Mercer Counter records. 



Table A?- —Anticipated financiog for 159 bccies, Lake latoOca 1^-, ^ respocdeat^s 

-[dace of residence, Piebruaiy 1, 1967 1/ 



Estlioated boene 
construction 
costs Zf 



fiespondent's residence 




Within RCSD area 

Mercer County 

Mercer 

Grove City 

Best of Mercer County 
Crawford County ™~— 
Venango County 

Outside BC&D area 

Pittsburgh, Pa* — — ™ 



Total — 



I^rcentag^ of total 



1,000 




1,000 




1,000 






Percent 


doU-srs 


percent 


doUars 


percent 


139 




llS 


13''* 


257 


13.9 


106 


11.0 


89 


10.1 


195 


10.5 


(56) 


(5.8) 


(3U) 


(3.9) 


(90) 


lf-9) 


(2) 


(0.2) 


(6) 


(0.6) 


(3) 


(0-lf) 


(!(8) 


(5,0) 


0i9) 


(5-6) 


(97) 


(5.2) 


2i 


2.2 


13 


1-5 


3^ 


1.9 


12 


1.2 


16 


1-8 


38 


1.5 


831 


85.6 


761f 


86-6 


1,595 


86-1 




22.1f 


330 


37. U 


5I18 


29.6 


613 


63.2 


ksk 


1*9.2 


l,0lf7 


56.5 


970 


100,0 


882 


iOO.O 


1,852 


100-0 


52. '^ 




1*7-6 




100.0 





17 itie antlers of onJy 203 of the 669 respondent properties ii^cated the cost 
($2,382,500) of the homes they planned to construct at Lake Latonka- However, the 
owners of only 159 of these properties also indicated hew they planned to finance 
the $1,852,500 of construction costs they planned to incur- Bieir responses revealed 
tiiat six of these hccaes would be totally financed, 11? would be partially financed, 
and 3^ vcnild require no financing- 

2/ itie laedian values of the home cost categories checked on the questionnaires 
by each respondent were used to construct values displayed in this table- 
Source: Lake Latonka Lot Owners' Survey, 1967, and Mercer County records. 



Table A8-— Assessed valuation of all real estate in Coolsprlng and Jackson Townships 

and in l^rcer County, pa- , I960-68 1/ 



Year 



' Coolspring 



Jackson 



1,000 dollars 



Both 
jtotmships 



937 
1,037 
1,07** 
l,llf2 
1,155 
1,187 
1,355 
l,83lf 
1^ 



560 
577 
58U 
598 
598 

1,0^5 
l,2lf7 
1,311^ 



1, U97 

1,6m 

1,658 

1,782 

2, MiO 
3,081 
3,237 



Mercer County 



i960 

1961 i 

1962 

1963 

1961t 

1965 

1966 

1967 

1968 

^ Assessed valuations in Mercer County are assumed to be equal to one-third of bO 
percent of the estimated market value of the property- 
Source: Mercer County, Pa-, records. 



135,525 
llK),220 
11*3,503 

11^7,91i 
150,oli8 

151f,902 
158,o8lf 
I61f,6l9 
167, tH2 



53 



ERIC 
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Hable A9.— Assessed valuation of all real estate in Mercer Area and Lalteview 
School Districts and in all school districts of Mercer County, Ba. , 196O-68 



Year 



I»akeviev 



Mercer 
area 



Both 
districts 



Mercer 
Ooualy 



i960 
1961 
1962 
1963 
196I* 
1965 
1966 
1967 
1968 



1,000 dollars 



5,572 


6,823 


5,687 


7,176 


5,7i»8 


7,305 


5,889 


7,538 


5,919 


7,725 


6,038 


8,013 




8,1*27 


6,905 


9,097 


7,079 


9,269 



12,395 
12,863 
13,053 
13,1*27 
13,61A 
11*, 051 
15,081 
16,002 
l6,3lt8 



135,525 
Ik), 220 
11*3,503 
11*7,911 
150,01(8 
151*, 902 
158,081* 

l6l*,6l9 
167,1*12 



Source: Mercer County, Pa., records. 



ITahle AID. — Estimated real estate taxes levied on taxahle property in Cooslpring 
and Jackson Townships and in Mercer County, Ba. , 1960-68 1/ 



Year 



Coolsprlng 



Jackson 



Both 
townships 



l-Iercer 
County 2/ 



i960 
1961 
1962 
1963 
196I* 
1965 
1966 

1967 
1968 



1*1 
h9 
h9 
51 
3h 
63 
72 

97 
115 



1,000 dollars 

30 
33 

33 . 
33 
35 
38 

69 
80 
85 



71 
32 
82 
81* 
89 
101 

11*1 
177 

200 



6,709 
7,121 
7,855 
8,075 
8,1*21 

8,771* 
9,527 
10,0lA 

ii ,m 



"^7 Includes three taxes: county, school district, and tcwnshlp or 
"borough. ApproKimately 60 percent of the total tax, hcwever, is levied "by 
the school districts. 

2/ Calculated ty multiplying the reported tax rates ty the assessed 
valuations in each district. 

Source; Mercer County, Pa., records. 
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Table All. "Estimated school taxes levied on taxatle jarOiper^y in Mercer Area 
and Lakevicw School Districts and la all school districts of Mercer County, 
Pa., 1960-68 



Year 



iakeview 



Mercer 
area 



Both 
districts 



liercer 
County 



i960 
1961 
1962 
1963 
196If 

1965 
1966 

1967 
1968 



1»00 0 dollars 



150 


22k 




3.879 


263 


2k0 








277 


U86 




232 


275 


507 


5,221 


255 


271* 




5,1*36 


278 


272 




5,650 


306 


337 


m 


6,333 


318 


361* 


682 


6,685 


326 


1*17 


71*3 


7,287 



^ Calculated by multiplying the reported tax rate by the assessed valuation 
in each school district* 



Source: Mercer County^ Pa.> records. 
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